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PART  I 


INTRODUCTION 


The  Commission  on  Governmental  Operations  of  the  City  of  New  York  was  established 
by  Chapter  368  of  the  Laws  of  1959  of  the  State  of  New  York  and  is  required  to  submit, 
pursuant  to  Section  8  thereof,  an  interim  report  not  later  than  February  1,  1960  and  a 
final  report  not  later  than  February  1,  1961.  The  Commission  first  met  on  May  29,  1959 
and  since  then  has  held  seventeen  meetings  and,  in  addition,  conducted  public  confer- 
ences for  two  weeks  at  which  the  principal  elected  officials  of  the  government  of  New 
York  City  and  representatives  of  many  civic  organizations  appeared  to  give  their  views 
on  needed  changes  in  the  organization,  procedures,  and  operations  of  the  City  government. 

When  the  members  of  the  Commission  first  met  on  May  29,  1959,  it  became  clear 
that  the  first  task  before  them  was  to  determine  if,  in  fact,  changes  were  needed  and,  if 
so,  how  the  Commission  could  select  and  adhere  to  objectives  and  areas  where  the 
opportunities  for  improvement  were  the  greatest  and  where,  within  the  limits  of  time 
and  the  budget  set  by  the  Legislature  of  the  State  of  New  York,  the  job  could  be  done 
well.  To  assist  the  Commission  in  its  initial  survey,  a  leading  management  consulting 
firm, with  extensive  experience  in  such  work  in  both  industry  and  government,  was 
engaged.1  Each  Commissioner  submitted  his  ideas  to  this  firm,  which  also  surveyed  the 
reports  of  prior  investigating  groups  and  checked  to  ascertain  to  what  extent  their 
recommendations  had  been  put  into  effect.  In  addition,  they  conducted  extensive  inter- 
views with  City  officials  and  with  many  other  knowledgeable  individuals.  This  work 
was  done  very  intensively  in  order  that  it  be  completed  by  the  middle  of  September, 
1959.  However,  the  Commission  had  the  benefit  of  a  number  of  interim  progress  reports. 

'The  firm  is  McKinsey  &  Company,  Inc.  and  it  has  done  work  in  the  past  for  the  State  of  New  York  Temporary 
Commission  on  Fiscal  Affairs  of  State  Government;  for  the  Cleveland  Metropolitan  Services  Commission  on 
the  problems  of  metropolitan  organization;  and  for  the  State  of  Delaware  on  the  analysis  of  fiscal  activities. 
The  firm  has  also  made  studies  and  reports  on  governmental  problems  for  the  Federal  government.  Individual 
staff  members  of  the  firm  have  been  involved  in  studies  like  those  of  the  Hoover  Commission. 


From  the  analysis  by  the  Commission's  consultants,  the  many  interviews  and  hear- 
ings, additional  studies  by  our  staff,  and  much  discussion  and  study  by  the  Commission 
members,  we  have  decided  to  concentrate  our  work  in  the  following  major  areas: 

1.  Powers  and  structure  of  the  top  level  of  City  government:  This  includes  the  need 
for  revision  of  the  City  Charter  and  of  the  top  organization  structure  that  would 
flow  from  a  revised  charter.  More  particularly,  it  involves  the  offices  of  the  Mayor, 
Borough  Presidents,  and  Comptroller  as  well  as  the  Board  of  Estimate  and  the 
City  Council. 

2.  Debt  and  cash  management:  This  project  would  ascertain  the  opportunities  for 
major  savings  through  planning  of  the  City's  debt  structure  and  by  adoption  of 
new  policies  relating  to  borrowing,  investment,  and  cash  management. 

3.  Integrated  planning,  budgeting,  and  control :  This  project  would  encompass  the 
need  for  better  overall  planning  and  budgeting,  followed  by  improved  control  to 
show  adherence  to  plan  and  budget. 

4.  Departmental  organization  and  management :  In  this  project^an  analysis  would  be 
made  of  common  management  problems  and  practices  with  the  objective  of  better 
and  more  economical  agency  management.  Also  included  would  be  a  review  of  the 
allocation  of  functional  responsibilities  from  the  viewpoint  of  overlapping  and 
duplication  of  activities.  Studies  in  depth  of  particular  functional  areas  would  be 
made  as  indicated. 

5.  Personnel  administration:  This  project  involves  a  study  of  present  personnel 
practices  and  procedures,  as  well  as  organization,  with  a  view  to  eliminating  im- 
pediments to  recruitment,  utilization,  and  retention  of  qualified  personnel. 

In  addition,  the  Commission  earmarked  for  future  determination  the  undertaking 
of  a  study  on  the  overall  City  governmental  organization  and  coordination,  and  manage- 
ment of  transportation.  As  work  progresses,  other  projects  may  be  undertaken  and 
existing  work  programs  expanded  or  contracted.  However,  the  Commission  has  decided 
to  concentrate  its  efforts  on  projects  of  high  priority  rather  than  scattering  and  diffusing 
its  efforts  by  undertaking  to  look  into  everything  that  needs  attention.  Accordingly,  the 
Commission  has  determined  to  proceed  as  follows : 

1.  We  have  held  and  will  continue  to  hold  conferences  and  hearings  with  public 
officials,  civic  associations,  and  others. 

2.  We  have  directed  our  counsel  to  investigate  particular  situations,  with  subpoena 


powers  where  necessary,  to  determine  if  there  has  been  improper  conduct,  waste, 
or  mismanagement. 

3.  We  have  engaged  a  staff  of  management  experts  to  conduct  selected  studies  in 
support  of  the  Commission's  work  and  to  assist  in  the  formulation  of  specific  im- 
provements carefully  spelled  out  in  detail. 

This  interim  report  is  a  review  of  the  studies  which  the  Commission,  with  the  aid 

of  staff  and  outside  consultants,  has  completed.  Immediately  following  this  introduction 
is  a  summary  of  these  studies. 

Following  the  summary  are  reports  of  each  study.  The  first  two  studies  constitute 
Part  III  of  this  report  and  spell  out  in  detail  how  substantial  savings  can  be  accomplished 
for  the  City  through  improvement  in  financial  practices  in  debt  and  cash  management. 

Part  IV,  consisting  of  four  separate  studies,  presents  the  facts,  trends,  problems 
and  characteristics  of  New  York  City  and  its  government.  The  first  chapter  of  this 
section  summarizes  the  basic  economic  and  demographic  features  of  the  City  with  em- 
phasis on  recent  trends.  The  second  chapter  recites  the  evolution  of  the  present  form  of 
New  York  City's  government,  and  the  third  chapter  summarizes  recent  studies  of  this 
government  with  a  review  of  actions  which  have  been  taken  as  a  result  of  them.  The  final 
chapter  analyzes  the  present  top  structure  of  the  City's  government  and  summarizes 
the  criticisms  which  have  been  made  of  this  structure  by  informed  citizens,  government 
officials,  and  scholars.  Much  of  the  material  for  this  chapter  was  drawn  from  the  con- 
ferences held  by  the  Commission. 

The  final  section  of  the  report,  Part  V,  presents  some  conclusions  by  the  Commission 
about  the  present  inadequacies  of  the  top  structure  and  the  administrative  procedures  of 
the  City's  government.  The  final  report  of  the  Commission  will  spell  out  in  detail  how  the 
Commission  believes  changes  in  that  government  can  greatly  increase  its  effectiveness. 

The  Commission,  however,  is  convinced  that  the  mere  reporting  of  needed  changes 
is  not  enough.  Increasingly,  we  have  become  distressed  at  the  large  number  of  substan- 
tial and  competent  studies  that  have  been  made  in  the  past  in  which  many  worthwhile 
improvements  have  been  recommended,  but  about  which  too  little  has  been  done. 

It  is  our  intention  to  alter  this  pattern.  It  is  our  purpose  to  determine  in  detail  just 
what  lies  behind  the  scenes  and  the  extent  to  which  our  present  City  government  is 
efficient  or  inefficient,  prudent  or  extravagant,  hard-working  or  ineffective,  honest  or 
corrupt.  We  intend  to  find  out  the  facts,  and,  through  public  hearings  and  published 
reports,  to  support  our  conclusions  and  recommendations  with  the  facts.  This  Commis- 
sion is  determined  to  do  its  utmost  to  get  action  on  its  recommendations. 


PART  II 


SUMMARY  ■ 

The  essence  of  this  Interim  Report  is: 

1.  Substantial  revision  of  the  City  Charter  of  the  City  of  New 
York  is  required.  The  organization,  administration,  and 
operation  of  the  City  government  need  to  be,  and  must  be, 
greatly  improved.  Very  serious  problems  lie  ahead  for  the 
City,  problems  which  are  not  being  effectively  handled  by 
the  present  governmental  structure  and  procedure.  The  im- 
provements needed  are  fundamental  and  extensive;  to 
achieve  them,  revision  of  the  City  Charter  and  administra- 
tive procedures  are  necessary.  The  final  report  of  this  Com- 
mission will  specify  the  required  changes. 

2.  The  improvements  in  financial  management  detailed  in  this 
Interim  Report  are  basic  and  vital  to  the  long-term  fiscal 
health  of  New  York  City.  They  need  to  be  adopted  as  a 
necessary  prerequisite  to  consideration  of  changes  in  taxes 
and  debt. 

3.  The  existing  government  of  the  City  of  New  York,  taken  as 
a  whole,  does  not  manifest  the  appetite,  willingness,  or 
capacity  to  initiate  or  carry  out  the  major  substantial 
changes  in  governmental  machinery  and  operations  which 
are  required. 

Debt,  Investment,  and  Cash  Management 

(Part  III,  Chapter  1) 

With  an  annual  expense  budget  of  over  $2  billion  and  a  debt 
of  over  $4  billion,  New  York  City  has  a  job  of  financial  man- 
agement that  is  much  bigger  than  that  of  any  other  city  and 
bigger  than  that  of  most  of  the  states. 

Since  the  City  is  a  very  large  borrower  of  money  and  also 
a  very  large  lender  of  money,  a  highly  important  and  some- 
what technical  part  of  this  job  has  to  do  with  cash  manage- 
ment, investment  management,  and  debt  management. 

In  order  to  keep  enough  cash  always  on  hand  for  operating 
purposes,  the  City  does  hundreds  of  millions  of  dollars  of 
temporary  borrowing  every  year  to  offset  an  uneven  schedule 
of  revenue  collections.  In  some  parts  of  the  year,  however,  it 
has  surplus  cash  for  temporary  investment. 

Buying  on  the  installment  plan  by  issuing  bonds  is  a  truly 
large-scale  financial  operation  in  New  York  City  and  it  has 


been  getting  larger.  Of  the  $3.2  billion  bonds  sold  by  the 
City  in  the  last  12  years,  $1.26  billion  were  sold  in  the  last 
three  years.  Since  World  War  II  the  City's  gross  bonded  debt 
has  increased  from  $2.9  billion  to  $4.1  billion,  and  the  amount 
it  has  to  pay  annually  for  interest  and  retirement  of  principal 
has  risen  from  $180  million  to  $400  million-this  last  amount 
more  than  enough  to  pay  the  total  annual  expenditures  for  all 
general  government  purposes  of  the  City  of  Los  Angeles. 

Large  as  New  York  City  is,  its  debt  is  still  larger.  In  1957, 
according  to  the  U.S.  Bureau  of  the  Census,  the  City's  debt 
accounted  for  more  than  13  percent  of  all  the  local  government 
debt  in  the  United  States  although  its  population  was  less  than 
5  percent  of  the  national  total.  In  1959,  the  City's  tax-supported 
debt  was  substantially  heavier  than  that  of  any  of  the  four 
other  metropolitan  centers  of  over  1,000,000  population. 

In  its  role  as  an  investor,  the  City  manages  sinking  and 
pension  funds  with  assets  of  more  than  $3.3  billion  and  with 
more  than  $300  million  of  new  money  coming  in  for  invest- 
ment each  year. 

The  very  size  of  these  figures  points  up  enormous  oppor- 
tunities, depending  on  the  quality  of  fiscal  management,  for 
saving  money  or  for  wasting  money  for  the  City  and  its  tax- 
payers. 

With  this  consideration  in  mind,  the  Commission  has 
undertaken  to  explore  these  three  specialized  areas  of  New 
York  City's  fiscal  management,  to  evaluate  present  policies, 
methods,  and  procedures,  and  to  determine  ways  of  saving 
money  and  of  getting  more  value  for  the  money  that  is  spent. 

The  Commission  finds  that  these  important  features  of  finan- 
cial management  are  not  being  handled  with  the  quality  of  man- 
agement organization,  policy,  skill  and  foresight  that  matches 
the  size  of  the  job.  It  finds,  also,  that  through  sound  policy, 
suitable  procedures,  and  ing'enious  planning,  the  City  of  New 
York  has  opportunities  to  effect  financial  savings,  consisting 
of  interest  to  be  saved  and  added  interest  to  be  earned,  that 
can  start  in  annual  amounts  of  several  million  dollars,  and 
multiply  rapidly  to  a  cumulative  total  of  two  billion  dollars  or 
more  over  a  period  of  years. 

The  kinds  of  savings  that  are  feasible,  and  are  analyzed 
and  advocated  in  this  report,  will  lessen  the  upward  pressure 
on  property  tax  rates  and  the  need  for  more  borrowing  power. 
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They  will  curtail  none  of  the  City's  operating  programs;  they 
will  work  toward  adequate  financing  of  the  City's  capital 
needs;  and  they  can  be  made  to  contribute  immeasurably  to 
the  City's  long-term  financial  stability.  The  opportunities  of- 
fered through  the  planning  of  debt,  in  fact,  go  far  beyond  cash 
savings  by  permitting  realistic  capital  programs  that  bring 
the  needs  of  the  City  into  balance  with  the  abilities  of  the 
tax-payers  to  finance  them. 

The  studies  underlying  the  Commission's  findings  and  rec- 
ommendations cover  three  related  phases  of  debt,  investment, 
and  cash  management: 

1.  Opportunities  for  savings  in  temporary  borrowing. 

2.  Opportunities  for  increasing  investment  income. 

3.  Better  means  for  financing  capital  needs. 

These  studies  are  covered  in  Part  III  of  this  report.  Each 
includes  an  analysis  of  the  City's  present  practices  and  pro- 
cedures, specific  recommendations  for  changes,  specific  plans 
for  effecting  the  changes,  and  estimates  of  the  amount  of  finan- 
cial savings  that  may  be  anticipated. 

The  nature  of  the  opportunities  available,  the  proposed 
means  of  meeting  them,  and  the  estimated  benefits  may  be 
summarized  as  follows: 

Cash  Management.  To  have  enough  cash  always  on  hand 
to  meet  its  operating  requirements,  the  City  does  a  very  large 
amount  of  temporary  borrowing-$578  million  in  fiscal  1958- 
59.  This  use  of  borrowing  arises  primarily  because  the  receipt 
of  revenue  is  not  timed  to  coincide  with  cash  demands  for 
expenditures.  On  the  other  hand,  there  are  times  of  the  year 
when  the  City  has  surplus  cash  that  it  can  invest  temporarily. 
The  net  interest  cost  to  the  City  in  1958-59  was  about  $3.1 
million,  and  if  present  interest  rates  had  been  in  effect  this 
cost  would  have  been  $4.5  million  or  more. 

The  means  are  available  to  save  most  or  all  of  this  net 
interest  cost.  Merely  by  systematic  forecasting  of  its  cash 
needs  and  prospective  revenue  receipts  a  few  weeks  ahead  and 
always  maintaining  balances  that  are  adequate,  but  not  ex- 
cessive, in  the  light  of  these  forecasts,  the  City  can  cut  down 
its  temporary  borrowing  very  substantially  and  save  major 
interest  costs.  The  means  for  getting  rid  of  all  or  most  of  the 
remaining  interest  costs  is  to  reschedule  revenue  payment  dates 
so  that  receipts  throughout  the  year  coincide  with  the  fairly 
even  pattern  of  cash  needs.  Potential  savings  of  over  $3  million 
a  year  are  available. 

Investment  Management.  In  investing  the  vast  and  growing 
assets  of  New  York  City's  pension  funds  and  sinking  funds, 
the  City  needs  to  be  guided  by  three  principles:  the  invest- 
ments must  be  secure;  they  must  be  liquid,  in  the  sense  that 
money  from  them  is  available  when  needed  to  pay  pensions  and 


retire  bonds;  and  they  should  earn  the  highest  possible  amount 
that  is  consistent  with  security  and  liquidity.  Any  improvement 
in  the  earnings  of  these  funds  will  save  the  City  and  its  tax- 
payers exactly  as  much. 

Security  of  investment  for  these  funds  is  safeguarded  by 
state  laws  that  specify  and  limit  the  classes  of  securities  that 
may  be  purchased.  Sinking  fund  investments  are  limited  to  U.S. 
government,  New  York  State  and  New  York  City  obligations; 
but  all  but  one  of  the  five  pension  funds  may  invest,  addition- 
ally, in  high  grade  municipal  and  corporate  bonds  that  are 
legal  for  savings  bank  investment  in  New  York. 

In  its  investment  policy,  New  York  City  adheres  to  the  legal 
security  requirements,  though  with  very  little  regard  for 
diversification,  and  maintains  a  satisfactory  liquidity.  The 
City  sacrifices  large  amounts  of  potential  investment  income, 
however,  by  investing  the  bulk  of  the  assets  of  the  funds  in 
New  York  City  obligations,  despite  their  normally  lower  yield 
than  those  on  U.S.  government  and  corporate  bonds.  For  the 
private  investor,  the  relatively  low  yield  on  the  City's  bonds 
may  be  attractive  because  it  is  exempt  from  federal  income 
taxes.  But  since  the  pension  and  sinking  funds  pay  no  taxes 
there  is  no  advantage  to  them  to  hold  tax  exempt  securities. 
The  City  throws  away  money  if  it  invests  in  its  own  bonds  when 
they  could  be  sold  to  the  public  at  a  lower  interest  rate  than 
the  City  could  have  obtained  by  investment  in  other  types  of 
equally  safe  obligations. 

The  Commission  is  convinced  that  the  City  of  New  York, 
by  more  judicious  and  professionally  skillful  management  of 
the  investments  of  its  pension  and  sinking  funds,  can  save  a 
very  large  amount  of  money.  Careful  analysis  by  the  Com- 
mission's consultants  discloses  a  potential  saving  over  the  next 
five  years  of  $57  million  or  more,  and  over  the  next  10  years 
of  between  $209  million  and  $268  million. 

Debt  Management.  By  borrowing  for  purposes  for  which  no 
big  city  should  borrow,  and  for  some  purposes  for  which  no 
city,  big  or  small,  should  borrow,  New  York  City  has  con- 
structed a  monumental  debt  load  and  frittered  away  its  legal 
borrowing  power  without  financing  all  of  its  basic  capital  re- 
quirements. 

The  Commission  finds  that  what  the  City  really  needs  is 
not  necessarily  more  legal  borrowing  power,  but  good  judgment 
and  resourceful  planning  in  using  the  power  that  it  has.  It  is 
proposing  a  long-range  financial  plan  for  debt  management  and 
for  the  successful  and  economical  financing  of  New  York  City's 
capital  needs,  therefore,  that  should  begin  operating  now,  be- 
come rapidly  a  part  of  the  City's  thinking  and  ways  of  doing 
things,  and  build  up  over  the  years  with  steadily  accumulating 
financial  and  economic  advantages  to  the  City  and  its  people. 

This  financial  plan  is  designed  to  accomplish  the  following 
specific  purposes. 
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1.  Stabilize  the  rate  on  taxes  levied  for  capital  and  other 
bondable  purposes,  including  debt  service  and  direct  payment 
of  bondable  expenditures. 

2.  Stabilize  and  eventually  reduce  the  City's  total  outstand- 
ing indebtedness. 

3.  Improve  the  City's  credit  in  order  to  broaden  the  market 
for  its  bonds  and  permit  borrowing  at  minimum  rates. 

4.  Permit  financing  of  progressively  large  percentages  of 
all  capital  investments  without  recourse  to  borrowing. 

5.  Meet  the  real  capital  needs  of  the  City  in  the  order  of 
their  priority,  and  with  effective  use  of  the  City's  resources 
available  for  this  purpose. 

The  basic  elements  of  the  plan,  which  are  described  in  detail 
in  Part  III,  Chapter  1,  are:  (1)  an  immediate  shift  from  a 
policy  of  financing  by  debt  everything  now  legally  possible  to 
a  program  in  which  initially  one-fifth  of  the  capital  expendi- 
tures are  financed  from  current  revenues;  (2)  increasing  pro- 
gressively the  portion  of  capital  expenditures  financed  by  cur- 
rent revenue  by  taking  advantage  of  resulting  savings  in 
interest  cost  and  the  nature  of  the  City's  debt  structure;  and 
(3)  an  internal  rescheduling  of  limited  amounts  of  the  City's 
bonds  held  in  the  pension  and  sinking  funds  to  permit  rapid 
transition  to  the  plan  without  increase  in  tax  rates. 

The  Commission  believes  that  adoption  and  competent  ad- 
ministration of  this  plan  will  enable  the  City  to  meet  its 
capital  requirements  in  a  more  orderly  and  adequate  manner 
than  in  the  past,  do  this  while  halting  the  rise  in  tax  rates  for 
capital  purposes  and  reducing  the  amount  of  borrowing,  and 
over  a  30-year  period  spend  possibly  $750  million  less  for  bond 
interest  than  under  a  continuation  of  present  policies. 

The  overall  estimates  of  savings,  conservatively  prepared, 
show  that  savings  of  $8  to  $11  million  can  be  realized  in  the 
first  year  in  which  these  programs  are  put  into  effect.  Each  year 
thereafter  the  amount  increases  substantially  so  that: 

•  for  the  first  five  years  the  savings  can  be  between  $88  and 
$117  million 

•  for  the  first  ten  years-between  $295  and  $382  million 

•  for  the  first  twenty  years-between  $987  and  $1,218 
million 

•  for  the  first  thirty  years-between  $2,065  and  $2,541 
million 

Integrated  Planning,  Budgeting,  and  Control 

(Part  III,  Chapter  2) 

Concurrently  with  the  initiation  of  the  cash  and  debt  man- 
agement study,  reported  on  in  the  preceding  chapter,  the 
Commission  authorized  the  undertaking  of  a  study  of  the 
City's  planning,  budgeting,  and  control  processes.  Practically 
every  civic  group  that  appeared  at  the  conferences  with  the 
Commission  attested  to  the  need  for  a  full-scale  review  of 


these  processes.  This  testimony,  the  extensive  findings  by  pre- 
vious commissions  that  studied  New  York  City  Government, 
as  well  as  some  preliminary  tests  by  the  Commission,  indicated 
that  despite  some  improvements  in  recent  years,  much  re- 
mains to  be  done  to  achieve  effective  planning,  budgeting,  and 
control.  Thus,  this  study  is  a  key  project  of  the  Commission. 

Effective  planning,  budgeting,  and  control  are  vital  to  the 
solution  of  most  of  the  City's  fiscal  and  social  problems.  And 
yet,  when  measured  against  the  criteria  of  sound  planning, 
budgeting,  and  control,  it  soon  appeared  the  City's  existing 
processes  are  characterized  by  the  following  weaknesses: 

Lack  of  integrated  planning 

Planning  in  terms  of  available  funds,  rather  than  in  terms 
of  needs 

Absence  of  accomplishment  planning 

Line-item  rather  than  program  control 

Divided  responsibility  for  planning,  budgeting,  and 
control. 

The  Commission  is  not  prepared  to  present  its  recommenda- 
tions to  correct  these  weaknesses  at  this  time.  Unlike  the 
study  on  cash  and  debt  management,  which  dealt  with  a  self- 
contained  area,  this  study  must  encompass  a  wide  range  of 
city  activities,  ranging  from  crime  prevention  to  education, 
from  redevelopment  of  blighted  areas  to  the  City's  organiza- 
tion structure.  The  Commission  intends  to  pursue  its  present 
study  in  depth  and  publish  its  findings  at  the  same  time  it  is 
able  to  present  its  constructive  recommendations. 

Population,  Economic,  and  Fiscal  Factors 

(Part  IV,  Chapter  1) 

The  City  of  New  York  and  its  population  have  serious  social 
and  economic  problems. 

Unbounded  population  growth  within  New  York  City  itself 
is  over  for  the  foreseeable  future.  Like  any  mature  organism, 
the  City's  population  growth  has  stabilized.  The  composition 
of  New  York  City's  population,  however,  continues  to  change 
in  important  respects.  The  percentage  of  the  City's  Puerto 
Rican  and  non-white  population  has  incr  ased  significantly. 
While  these  migrants  are  bettering  themselves  and  their  chil- 
dren, they  are,  like  others  before  them,  doing  a  lot  of  the 
work  necessary  to  keep  the  City's  life  going  on.  At  the  same 
time,  the  painful  process  of  transition  and  assimilation  for 
these  people  puts  a  greater  strain  on  the  City  government 
which  must  deal  with  problems  arising  from  adjustment,  hous- 
ing, education,  etc.;  greater,  that  is,  as  compared  with  the 
demands  in  these  categories  of  the  white,  middle-class  citizen, 
already  the  beneficiary  of  past  transitions,  who  has  fled  to  the 
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suburbs.  A  similar  pressure  on  City  government  results  from 
the  substantially  increased  number  of  older  citizens,  although 
for  different  reasons. 

Changes  in  the  economic  scene  have  accompanied  the  chang- 
ing social  pattern.  New  York  City  employment  has  dropped 
slightly  as  the  rest  of  the  metropolitan  area  gained.  Dynamic 
growth  in  retail  sales  and  employment  has  shifted  to  the 
suburbs.  The  same  is  true  of  wholesaling  and  manufacturing, 
for  which  an  even  larger  area  than  the  residential  suburbs  is 
available. 

In  certain  economic  areas  New  York  City  has  either  held 
its  own  or  even  shows  substantial  gain  because  of  the  City's 
peculiar  advantages.  This  is  true  in  varying  degrees  for  small 
firms,  the  fashion  world,  the  front-office  operations  of  large 
corporations,  and  other  activities  such  as  finance,  radio,  tele- 
vision, and  advertising.  Thus,  the  economic  picture  has  its 
bright  side,  but  obviously  it  can  remain  bright  only  so  long 
as  the  total  environment  of  the  City  is  on  the  plus  side. 

In  this  connection,  the  age  of  the  City's  physical  facilities 
is  a  material  factor.  The  office  boom  in  New  York  City  in 
the  postwar  period  has  helped  to  change  the  face  of  Man- 
hattan at  least.  But  the  old  age  of  housing  and  other  buildings 
means  that  slums  and  deterioration  grow  apace.  Even  with 
all  the  postwar  construction  and  renewal.  New  York  City  is 
far  from  keeping  up  with  housing  and  other  capital  needs. 

These  problems  affect  the  City's  revenues  as  well  as  expendi- 
tures. The  income  of  New  York  City  residents  increased  at 
a  much  smaller  rate  than  did  the  City's  expenditures  in  the 
postwar  period.  By  contrast,  the  income  of  suburban  residents 
almost  kept  pace  with  local  expenditures  in  the  suburbs,  this 
in  spite  of  phenomenal  demands  for  new  services  in  the 
suburbs. 

As  the  City's  expenditures  have  jumped,  so  has  its  indebted- 
ness. Moreover,  the  real  property  tax  has  not  been  adequate, 
so  that,  in  addition  to  federal  and  state  aid,  other  taxes  on 
economic  activity,  such  as  the  sales  and  gross  receipts  tax,  have 
had  to  take  up  large  shares  of  the  burden.  But  the  flight  of 
economic  activity  to  the  suburbs  is  a  harbinger  of  the  limits 
of  these  sources. 

In  short,  the  City  faces  difficult  tax  problems  and  needs 
effective  governmental  top  management  which  knows  where 
it  is  going,  and  which  will  spend  the  City's  limited  funds  to 
best  advantage. 

Development  of  New  York  City's  Governmental 
Structure:  1898  to  the  Present  Charter 

(Part  IV,  Chapter  2) 

The  City  government  still  bears  the  vestiges  of  a  confed- 
eration that  took  place  over  sixty  years  ago.  What  validity 
this  structure  may  have,  in  the  light  of  the  new  demands 


upon  and  the  new  concepts  of  local  government,  merits,  in  the 
Commission's  opinion,  careful  study. 

New  York  City,  as  it  is  known  today,  came  into  being  in  1898 
through  consolidation  of  previously  separate  communities.  In 
an  attempt  to  insure  a  strong  central  government,  the  charter 
for  the  new  City  of  1898  retained  the  powers  of  the  mayors 
of  New  York  as  constituted  previously,  and  to  facilitate  the 
protection  of  local  interests,  the  charter  created  a  new  insti- 
tution—the borough  president.  The  essential  elements  of  the 
mayor's  powers  were  derived  from  his  control  of  the  Boards 
of  Estimate  and  Apportionment  and  of  Public  Improvements, 
and  his  power  to  appoint  the  heads  of  all  executive  depart- 
ments. There  was  a  bicameral  legislature. 

Government  under  the  1898  Charter  was  deemed  unwieldly, 
and  strong  dissatisfaction  led  to  a  charter  revision  in  1901. 
The  effect  of  this  was  to  weaken  the  power  of  the  mayor  as 
he  lost  control  of  the  Board  of  Estimate  and  Apportionment. 
The  borough  presidents  were  strengthened,  becoming  mem- 
bers of  the  Board  of  Estimate  and  Apportionment.  A  Board 
of  Alderman  replaced  the  bicameral  Municipal  Assembly.  The 
growing  pre-eminence  of  the  Board  of  Estimate  was,  how- 
ever, the  most  significant  and  lasting  change  adopted  in  that 
year. 

Between  1901  and  1923,  there  were  a  number  of  proposals 
for  charter  revision.  None  of  the  charters  put  forth  in  this 
period  were  enacted  although  some  individual  recommenda- 
tions were  adopted  later  on.  But  the  problems  dealt  with  in 
these  studies  were,  and  still  remain,  basic  to  consideration  of 
present  problems  since  the  present  governmental  structure  of 
the  City  is  so  largely  the  heritage  and  in  the  mold  of  the  past. 
Charter  revision  proposals  in  this  period  were  concerned  with 
centralization  of  functions  and  the  extent  of  the  mayor's 
powers;  the  functions  of  the  Board  of  Estimate  and  Appor- 
tionment; and  the  nature  and  functions  of  the  City's  legis- 
lature—its basis  of  representation,  unicameralism  vs.  bi- 
cameralism, etc.  None  of  the  proposals  called  for  greater  de- 
centralization of  government  or  increased  borough  autonomy. 
Concern  over  powers  exercised  by  the  borough  presidents  was 
reflected  in  criticism  of  their  dual  role  of  spenders  and  par- 
ticipants in  the  appropriation  process.  Recommendations  were 
made  to  take  administrative  functions  from  the  borough  presi- 
dents and,  contrariwise,  to  retain  administrative  powers  in 
these  offices. 

The  Seabury  revelations,  the  depression,  and  the  election  of 
La  Guardia  led  to  the  creation  of  the  Thacher  Commission  in 
1935.  A  new  charter  was  promulgated  by  this  group  and  ap- 
proved by  the  electorate  in  1937.  Though  in  several  respects 
this  new  charter,  under  which  the  City  is  presently  governed, 
changed  the  organization  and  structure  of  some  areas  of  the 
City  government,  the  basic  structure  is  one  of  confederation 


and  distribution  of  powers  remarkably  like  the  pattern  set  in 
1901.  The  borough  presidents  still  have  administrative  author- 
ity and  considerable  power  on  the  Board  of  Estimate.  The 
comptroller  still  shares  the  mayor's  executive  powers.  In  spite 
of  an  attempt  to  strengthen  the  City  Council,  this  body  re- 
mains subservient  to  the  Board  of  Estimate.  (See  chart  of 
City  government  under  present  Charter,  p.  14.) 

Recent  Studies  of  New  York  City's 
Governmental  Problems :  1950-1956 

(Part  IV,  Chapter  3) 

New  York  City  and  its  governmental  problems  have  come 
under  close  scrutiny  in  the  past  decade.  Between  1950  and 
1956  three  important  studies  were  made  of  the  operation  of 
the  City  government ;  they  have  significance  because  they  deal 
with  a  magnitude  and  scope  of  problems  beyond  those  of  one 
function  or  one  department.  The  Commission  believes  that 
many  of  the  recommendations  of  these  groups  have  consider- 
able validity.  The  most  outstanding  fact,  however,  is  the 
failure  of  the  City  government  to  do  as  much  as  might  be 
desirable  to  implement  the  recommendations  that  were  made. 

The  three  major  studies  of  the  City's  governmental  problems 
in  the  period  1950-1956  were  by  the  following  groups: 

1.  The  Mayor's  Committee  on  Management  Survey  of  the 
City  of  New  York,  1950-1953; 

2.  The  Temporary  State  Commission  to  Study  the  Organ- 
izational Structure  of  the  Government  of  the  City  of  New 
York,  1953-1954;  and, 

3.  The  New  York  State-New  York  City  Fiscal  Relations 
Committee,  1955-1956. 

The  last-named  was  not  concerned  with  the  total  machinery 
of  government.  The  first  two  turned  out  to  be  limited  by 
sponsorship  or  circumstances.  Important  reorganization  rec- 
ommendations and  comments  were  made,  particularly  by  the 
first  two  groups,  touching  on  basic  parts  and  processes  in 
the  City  government.  However,  these  studies  did  not  attempt 
to  change  the  basic  allocation  of  powers  under  the  present 
City  charter.  Some  of  the  basic  problems  were  hinted  at  and 
some  partial  solutions  suggested.  But  the  problem  of  study- 
ing the  basic  governmental  structure  was  left  to  a  later  group. 

The  most  extensive  study  was  conducted  by  the  Mayor's 
Committee  on  Management  Survey  of  the  City  of  New  York. 
The  Committee  emphasized  the  need  to  follow  the  principle  of 
making  each  City  department  an  effective  operating  unit  in 
itself  and  using  central  or  top  government  organs  as  a  man- 
agement directorate.  An  up-to-date  system  of  personnel  ad- 
ministration was  deemed  sorely  needed.  The  modernization 
of  the  budget  system  and  reorganization  of  the  office  of  the 
mayor  were  strongly  urged. 

In  1954,  the  Temporary  State  Commission  to  Study  the 


Organizational  Structure  of  the  Government  of  the  City  of 
New  York  found  that  the  leadership  and  accountability  of 
the  mayor  needed  clarification  and  reinforcement.  The  sub- 
stantive recommendations  that  were  issued  did  not  differ  sub- 
stantially from  those  of  the  Mayor's  Committee.  Like  its  pre- 
decessor, which  recommended  the  creation  of  a  director  of 
administration,  the  Commission  recommended  the  creation 
of  a  somewhat  more  powerful  official  to  be  known  as  the  city 
administrator.  The  extension  of  the  duties  of  the  deputy  mayor, 
a  new  personnel  administration  responsible  to  the  mayor,  and 
the  establishment  of  a  performance  budget  were  the  other 
major  recommendations.  In  its  final  renort,  the  State  Commis- 
sion recommended  reorganization  of  City  departments  to  in- 
sure better  top  management.  The  report  urged  a  review  of 
the  administrative  functions  of  the  borough  president,  sug- 
gested that  routine  matters  be  taken  away  from  the  Board 
of  Estimate,  and  urged  the  strengthening  of  the  City  Plan- 
ning Commission. 

The  New  York  State-New  York  City  Fiscal  Relations  Com- 
mittee was  created  in  1955.  The  basic  recommendations  of  this 
group  were  aimed  at  furthering  cooperation  in  City-State 
fiscal  matters.  An  independent  transportation  authority  for 
the  City  was  suggested.  A  review  of  the  allocation  of  revenue 
between  the  State  and  the  City  was  also  suggested. 

Improvements  in  structure  and  procedure  have  been  made, 
but  the  really  important,  deeper,  changes  are  still  waiting. 
A  division  of  administration,  under  a  city  administrator,  has 
been  created  in  the  Mayor's  office  and  an  administrative 
cabinet  has  been  established ;  the  administrative  duties  of  the 
Board  of  Estimate  have  been  somewhat  reduced,  with  the 
Bureau  of  Real  Estate  being  made  an  independent  depart- 
ment ;  a  so-called  program  budget  based  on  performance 
standards  is  now  prepared  for  certain  activities  side-by-side 
with  the  old  line  budget;  personnel  management  has  been  im- 
proved through  the  introduction  of  a  new  department  of  per- 
sonnel and  a  new  civil  service  commission.  But  these  partial 
changes  have  not  accomplished  what  had  been  expected  in  the 
studies.  Moreover,  all  too  few  recommendations  have  been 
adopted.  Finally,  the  foundation  problems  of  the  proper  organ- 
ization of  executive  and  legislative  authority  remain  basically 
untouched. 

Present  Structural  and  Administrative  Problems 

(Part  IV,  Chapter  h) 

Major  questions  concerning  the  operation  of  the  City's 
government  were  raised  with  this  Commission  by  the  elected 
officials  of  New  York  City  and  by  the  representatives  of  the 
city-wide  civic  and  commercial  associations. 

Though  the  testimony  and  suggestions  are  far  from  being 
in  agreement,  we  have  analyzed  them  and  present  them  be- 


cause  we  consider  these  commentaries  important  background, 
useful  not  only  for  our  Commission  in  proceeding  with  its 
further  work,  but  also  for  the  citizens  of  the  City  and  the 
State. 

Modern  government  more  than  ever  imposes  tremendous  re- 
sponsibilities on  a  chief  executive.  This  is  as  true  in  local 
government  as  in  national  and  state  government.  Considerable 
attention  has  been  given  to  the  office  of  the  mayor  of  New 
York  City  in  an  effort  to  strengthen  its  role  in  policy  formula- 
tion and  administration.  However,  statements  made  to  the 
Commission  and  the  Commission's  own  studies  raise  serious 
questions  as  to  the  location  and  nature  of  the  executive  power. 
There  is  clearly  a  basic  incongruity  between  the  popular  image 
of,  and  demand  for,  a  strong  mayor  and  the  actual  situation 
provided  by  the  City  charter. 

The  mayor  does  not  and  cannot  escape  the  full  responsibility 
necessarily  imposed  on  the  head  of  New  York  City's  govern- 
ment. The  fact  is  that  a  tremendous  amount  of  governmental 
executive  power  as  expressed  in  the  charter  itself  and  in  the 
practical  functioning  of  the  government  is  vested  in  the  Board 
of  Estimate  and  its  individual  members.  The  citizens  may  look 
to  the  mayor  as  the  head  of  government  but,  actually,  he  is 
just  one  of  the  members  of  the  Board  of  Estimate. 

The  important  budgetary  powers,  an  essential  part  of  man- 
agement control,  are  not  really  the  mayor's  under  the  present 
City  charter.  Indeed,  the  Board  of  Estimate,  using  the  mayor's 
budget  director,  wields  the  basic  budget  powers,  especially 
in  administering  the  expense  budget  throughout  the  year. 

Personnel  management,  under  the  New  York  system,  is  not 
an  "executive  function"  assigned  to  the  mayor.  It  is  rather, 
a  divided  activity,  handled  in  part  by  the  mayor,  in  part  by 
the  Department  of  Personnel,  in  part  by  the  director  of  the 
budget,  and  in  part  by  the  borough  presidents  and  by  the 
Board  of  Estimate,  with  substantial  determinations  assigned 
to  the  State  Civil  Service  Commission  at  Albany.  While  plan- 
ning is  now  generally  recognized  as  another  basic  function  of 
a  chief  executive,  the  Board  of  Estimate  has  ultimate  control 
over  City  planning  and  zoning.  It  is  the  body  that  makes  the 
capital  budget,  subject  only  to  striking  of  items  in  their 
entirety  by  the  City  Council. 

No  review  of  the  operations  of  the  government  of  the  City 
of  New  York  is  possible  without  an  understanding  of  the 
Board  of  Estimate  as  an  institution.  The  Board  is  the  most 
powerful  agency  in  the  City's  government.  The  array  of  powers 
under  its  control  make  its  members,  individually  and  collec- 
tively, the  key  figures  in  the  governmental  scheme.  As  a  body, 
their  actions  are  almost  completely  immune  from  check  and 
balance  elsewhere  in  the  executive  or  legislative  sphere.  The 
Commission  believes  that  the  Board  of  Estimate  must  be  com- 
pletely evaluated  in  terms  of  its  membership,  its  structure 


and  function,  its  powers,  and  its  method  of  operation. 

The  most  substantial  power  of  the  borough  presidents  lies 
in  their  role  on  the  Board  of  Estimate,  though  they  still  exer- 
cise executive  functions  in  borough  public  works.  Conference 
participants  brought  up  the  serious  problem  that  the  borough 
presidents,  as  members  of  the  Board  of  Estimate,  appropriate 
funds  to  themselves  which  as  administrators  they  spend  with 
less  restrictions  than  are  placed  on  the  mayor  and  his  depart- 
ment heads. 

The  comptroller  serves  on  the  Board  of  Estimate  and  has 
a  multitude  and  variety  of  administrative  responsibilities.  He 
is  an  auditor,  a  tax  assessor,  a  bookkeeper,  a  budget  maker,  a 
credit  manager,  and  finally,  a  legislator. 

It  is  clear  that  the  present  functions  of  the  comptroller  do  not 
meet  normal  business  standards.  Comments  of  the  mayor  and 
the  various  civic  representatives  confirm  the  Commission's 
view  that  the  status  of  the  comptroller  and  the  nature  of  his 
appropriate  duties  and  powers  do  require  consideration. 

The  Commission  also  finds  that  the  present  New  York  City 
structure  does  not  give  the  citizens  of  New  York  and  their 
government  the  benefits  of  a  truly  vigorous  and  representative 
legislature.  With  an  upper  house  existing  in  all  but  name, 
the  present  legislature  actually  consists  of  two  bodies,  very 
unequal  in  powers,  even  though  only  one  body  is  ostensibly 
constituted  as  a  legislature.  Under  these  circumstances,  the 
Commission  believes  that  a  fundamental  study  of  the  consti- 
tution of  the  legislature  of  New  York  City  is  in  order.  Problems 
requiring  analysis  are:  the  basis  of  representation  in  the  legis- 
lative body;  the  powers  of  the  legislature;  the  benefits  of  bi- 
cameral versus  unicameral  organization;  and  the  relation  of 
the  legislature  to  the  mayor. 

New  expectations  and  new  problems  cannot  always  be 
answered  by  existing  and  even  well-proved  governmental  ma- 
chinery. Adjustments  to  an  existing  structure  rarely  are  suffi- 
cient to  provide  solutions  for  new  problems.  Moreover,  the 
complexity  of  problems  facing  the  City  require  more  than  the 
creation  of  a  new  institution  to  take  care  of  each  problem  in- 
dividually. There  must  be  some  focal  point  of  authority  for 
overall  direction  and  planning.  On  this  score  New  York  City's 
government  is  lacking. 

Weaknesses  in  the  Top  Structure  and  Operations 
of  the  Government  of  the  City 

(Part  V) 

At  least  four  separate  elements  are  necessary  for  good, 
strong  city  government:  good  men  in  office;  adequate  local 
powers;  a  sound  governmental  system;  and  continuous  citizen 
interest  and  participation. 

These  elements  are  interlinked,  each  depending  to  a  con- 
siderable degree  on  the  other  three. 


Furthermore,  good  men  in  office,  with  adequate  powers  and 
citizen  backing,  can  do  a  reasonable  job  even  with  a  poor  gov- 
ernmental setup  and  antiquated  procedures,  but  these  deficien- 
cies make  the  job  much  harder  and  the  end  result  far  less  satis- 
factory. A  poor  structure  also  makes  it  harder  to  get  good  men 
into  top  positions.  They  are  discouraged  from  serving  because 
they  know  that  with  inadequate  powers  and  heavy  responsi- 
bilities, they  will  be  working  against  discouraging  odds. 

The  election  of  good  men  to  office  is,  of  course,  up  to  the 
citizens,  and  to  a  considerable  degree  is  an  outcome  of  the 
quality  of  citizen  interest  and  participation  in  local  govern- 
ment. This  Commission  can  do  little  to  influence  this  situation 
directly.  But  indirectly,  it  can  suggest  major  improvements  in 
structure,  procedures,  and  in  the  political  system,  which  will 
make  it  easier  to  get  good  men  in  top  posts  and  will  make  it 
simpler  for  the  top  officials  to  do  a  better  job  of  managing  the 
City.  Appropriate  changes  will  also  make  it  easier  for  citizens 
to  know  what  is  going  on  and  to  participate  in  their  govern- 
ment. 

In  the  appraisal  of  facts,  the  diagnosis  of  difficulties,  and 
the  recommendation  of  reforms,  there  is  a  complete  split  be- 
tween well-informed  citizens  and  business  leaders  on  the  one 
hand  and  the  elected  City  officials  on  the  other.  Most  of  the 
officials  seem  to  feel  that  the  present  system  is  quite  satisfac- 
tory. They  see  no  need  of,  and  are  opposed  to,  any  fundamental 
changes.  All  they  want  is  "more  home  rule,"  "greater  borough 
autonomy,"  "more  respect  for  the  City  Council,"  and  "more 
taxing  power  and  State  aid."  The  only  exception  to  this  posi- 
tion is  that  of  the  Mayor,  who  urged  that  the  mayor  be  re- 
lieved of  his  seat  on  the  Board  of  Estimate  and  that  he  be 
given  some  of  the  comptroller's  budget  powers.  The  citizen 
leaders,  in  contrast,  are  highly  dissatisfied,  extremely  critical 
of  many  arrangements  and  procedures,  and  insist  on  the  need 
for  fundamental  charter  changes.  While  there  is  not  complete 
agreement  about  what  has  to  be  done,  there  is  virtual  unanim- 
ity about  what  is  wrong. 

From  these  discussions  with  officials  and  informed  citizens, 
the  Commission  concludes  that  the  existing  government  of  the 
City  of  New  York  does  not  have  the  ability,  and  the  majority 
of  the  elected  officials  do  not  have  the  will,  to  reform  and  thus 
correct  the  fundamental  weaknesses  now  clearly  visible  to  all 
informed  and  impartial  observers.  It  is  perhaps  inherent  in 
the  situation  that  the  government  of  a  city  cannot  itself  act 
on  fundamental  reforms.  Too  many  men  who  must  take  the 
necessary  action  are  personally  involved  in  the  decisions  that 
must  be  made. 

From  the  record  presented  by  the  transcript  of  the  Com- 
mission's conferences  with  officials  and  citizens,  and  from  the 
technical  and  legal  studies  made  by  its  staff  and  consultants, 
the  Commission  has  summarized  the  major  weaknesses  in  the 


structure  and  operations  of  the  government  of  the  City  of 
New  York.  It  is  the  Commission's  opinion  that  action  is  now 
required  on  the  following  matters: 

1.  The  City  Charter,  in  fact,  does  not  provide  for  a  strong, 
responsible  chief  executive-the  only  system  of  government 
that  has  been  found  to  be  workable  in  America  for  large, 
representative  governmental  units.  In  New  York  City, 
everything  is  brought  to  the  door  of  the  mayor,  but,  in 
actuality,  he  is  not  given  enough  power  so  that  the  citizens 
can  justifiably  hold  him  fully  responsible  for  what  happens 
—or  does  not  happen.  Instead,  the  executive  power  is  divided 
into  pieces,  and  important  segments  are  given  to  the  Board 
of  Estimate.  This  does  not  allow  for  a  "strong  mayor"  plan 
of  government,  but  for  a  modification  of  the  notorious  "com- 
mission form  of  government."  Executive  power  in  New  York 
City  does  not  rest  solidly  with  the  mayor.  It  is  "in  com- 
mittee," assigned  as  a  matter  of  practice  to  a  board,  which 
is,  in  fact,  a  board  of  borough  politicians.  These  politicians 
make  most  of  their  decisions  in  caucus ;  that  is,  behind  closed 
doors.  They  use  the  public  hearings  not  to  present  their  in- 
dividual views,  for  which  they  must  take  individual  responsi- 
bility, but  they  use  them  chiefly  to  allow  citizens  and  pres- 
sure groups  to  blow  off  steam,  and  thus  create  the  impres- 
sion of  "democracy  in  action." 

This  confused -and  confusing  -  system  weakens  the 
mayor's  leadership  and  responsibility.  It  encourages  a  mayor 
to  take  a  stand  publicly  for  specific  programs  and  reforms, 
while,  in  actuality,  he  is  joining  the  budget  director  and 
the  Board  of  Estimate  in  knifing  these  programs. 

2.  The  City  of  New  York  does  not  have  a  comprehensive  and 
detached  fiscal  audit,  which  is  normally  required  by  govern- 
ment and  business.  The  office  of  the  comptroller,  which  is 
intended  for  this  purpose,  has  so  many  other  administrative 
and  legislative  duties  that  it  is  constantly  being  entangled 
in  alliances.  The  office  of  the  comptroller  cannot  be  relied 
upon  for  strict  nonpolitical  impartiality  and  singleness  of 
devotion  to  the  honesty  of  financial  management.  The  comp- 
troller is  directly  and  personally  involved  in  voting  all  ap- 
propriations, determining  revenue  estimates,  approving  the 
expenditures,  selecting  school  and  other  sites,  authorizing 
purchases  without  competitive  bidding,  approving  contracts, 
voting  salaries  and  individual  increases,  compromising 
claims,  and  assessing  hundreds  of  millions  of  dollars  of  taxes 
each  year.  Subsequently,  he  put  on  another  hat,  and  audits 
these  very  same  matters.  Thus,  in  the  City  of  New  York  in 
this  day  and  age  of  advanced  accounting  and  auditing  prin- 
ciples, the  basic  tenets  of  sound  fiscal  accountability  are 
being  violated,  and  the  utilization  of  an  independent  out- 
side audit  is  ignored.  The  beneficial  effects  of  the  comp- 
troller's work  even  under  this  unbusinesslike  system  shows 


what  could  be  accomplished  with  regard  to  economy  and 
honesty  if  a  modern  independent  audit  system  were  estab- 
lished in  New  York  City. 

3.  The  City  does  not  have  a  strong  legislative  body  designed  to 
keep  a  rein  on  the  executive,  pass  appropriations,  establish 
taxes,  exercise  the  representative  function,  investigate 
scandals,  and  protect  the  citizen  and  his  interests.  Instead, 
the  City  has  the  weakest  but  highest  paid  city  council  in 
America,  which  is  "handed"  all  its  significant  legislation 
and  is  "told  what  to  do"  on  anything  of  importance.  The 
real  local  representative  function  is  now  performed  by  the 
executive-legislative-political  borough  presidents,  who,  un- 
like any  other  democratic  legislators  in  the  free  world,  do 
their  legislative  work  behind  closed  doors. 

4.  The  existing  City  structure  and  the  caucus  methods  of 
operation  of  the  multi-function  Board  of  Estimate  destroys 
responsibility,  encourages  "buck-passing"  and  a  fictional 
budget,  and  is  ideally  suited  for  borough  political  fixers.  This 
costs  money. 

5.  The  justification  by  the  borough  presidents  for  the  borough 
president's  office  and  its  present  functions  is  that  it  is  the 
"defender  of  the  local  democratic  interests  of  the  borough." 
However,  most  of  the  time,  this  office  functions  as  the  chief 
agency  for  supporting  the  borough  political  machines,  espe- 
cially the  district  leaders  and  their  political  henchmen.  The 
cost  to  the  taxpayers  for  this  service  seems  to  be  excessive. 
A  genuine  legislative  body  is  a  better  protection  for  the  real 
interests  of  the  local  borough,  if  properly  set  up  and  em- 
powered for  this  purpose. 

6.  New  York  City's  system  is  wasteful  and  ultra-political.  The 
appropriations  are  adopted,  changed  at  will,  and  admin- 
istered throughout  the  year  by  a  small  group  of  men,  who 
are  at  the  same  time  the  authorizers  and  the  spenders.  As 
a  result,  the  concept  of  checks  and  balances  is  destroyed. 
Except  for  the  spenders,  nobody  looks  at  the  budget,  or  has 
any  real  power  over  it.  In  addition,  the  tendency  of  each 
borough  president  is  to  be  acquainted  only  with  his  own 
borough,  and,  therefore,  to  look  at  all  City  problems  from 
the  viewpoint  of  his  own  borough,  and  to  expect  the  others 
to  keep  hands  off  his  "private"  borough  affairs.  This  gives 
the  City  a  large  segment  of  unsupervised  expenditures  and 
a  political  psychology  of  logrolling  and  waste. 

7.  No  large-scale  government  structure  in  America  has  so 
antiquated  a  budget  system  as  New  York  City.  This  is  a 
direct  result  of  the  present  charter  provisions  and  habits. 
Consequently,  there  is  (a)  no  fixed  current  budget  and  no 
real  long-range  integrated  fiscal  planning,  (b)  no  real  capi- 


tal budget,  and  (c)  no  departmental  incentives  for  efficiency 
and  economy.  Moreover,  the  mayor,  in  fact,  does  not  have 
all  the  powers  normally  given  to  a  chief  executive  and  usually 
considered  indispensable  to  him.  With  this  system,  there 
is,  in  truth,  no  single  responsible  chief  executive  for  the 
City  as  a  whole,  and  no  single  responsible  head  for  each 
department. 

8.  While  distinct  progress  has  been  made  in  personnel  admin- 
istration, the  system  itself  does  not  make  for  efficiency, 
economy,  and  high  productivity,  and  favors  security,  auto- 
matic salary  increases,  and  very  liberal  pension  arrange- 
ments. Board  of  Estimate  control  over  individual  salaries 
and  positions  introduces,  at  the  top,  politics  rather  than 
policy,  and  fails  to  give  New  York  City  the  full  benefits  of 
a  modern  personnel  system. 

9.  There  is  something  vitally  wrong  with  the  extent  and  qual- 
ity of  citizen  participation  in  the  government  of  the  City. 
This  is  evident  in  the  City  representative  legislative  func- 
tions and  in  the  executive  operations  of  the  City.  It  has  been 
suggested  to  the  Commission  that  this  situation  would  be 
improved  if  the  legislative  body  were  raised  to  a  position  of 
real  power,  and  if  the  executive  were  given  enough  authority 
to  act  in  its  legitimate  sphere.  The  Commission  cannot  say 
at  this  time  if  this  is  the  answer  to  the  problem,  but  the 
Commission  is  sure  that  the  present  confusion  of  executive 
and  legislaive  functions  and  the  secrecy  in  making  top  de- 
cisions tend  to  discourage  citizen  participation. 

These  weaknesses  of  the  structure  and  operating  pro- 
cedures of  government  of  the  City  of  New  York  relate  only 
to  the  central  problems  arising  from  the  Commission's 
studies  and  hearings  to  date.  They  are,  however,  so  funda- 
mental and  are  already  so  well  documented,  that  the  Com- 
mission believes  it  has  the  obligation  of  presenting  them  to 
the  Governor,  the  Legislature,  and  the  people  of  New  York 
City  and  the  State. 

In  the  course  of  the  Commission's  further  work,  it  will 
unquestionably  detect  added  deficiencies  and  problems  that 
it  will  have  to  examine  in  detail. 

It  is  also  important  to  note  that  the  weaknesses  the  Com- 
mission has  listed  cannot  be  cured  solely  by  charter  change. 
It  is  just  as  important  that  changes  should  be  made  in 
operating  procedures,  most  of  which  are  already  within  the 
power  of  the  City  to  initiate.  Accordingly,  the  Commission's 
final  report  will  indicate  what  the  State  should  do,  what 
new  provisions  the  charter  should  contain,  and  for  what 
part  of  the  program  the  City  itself,  and  its  officials,  must 
accept  responsibility. 


The  following  chart  shows  how  the  New  York  City  charter 
provides  for  the  establishment  and  operation  of  the 
City  government.  As  the  chart  reveals,  the  charter  sets  up  only 
certain  parts  of  the  governmental  machinery.  It  provides  for 
some  of  these  parts  in  general  terms.  It  establishes  others 
in  great  detail,  rigidly  specifying  how  some  units  of  the 
government  shall  be  organized  and  even  what  minor  officials  they 
may  have.  The  charter  also  mentions  several  units  it  does  not 
specifically  authorize. 

The  charter  does  not  spell  out  clearly  how  all  parts 
of  the  government  should  be  related  or  how  they  are  now  related. 
The  chart  attempts,  however,  to  show  what  the  charter 
actually  prescribes. 

The  chart  uses  the  terminology  of  the  charter  and  contains 
a  minimum  amount  of  interpolation.  In  designating  governmental 
units  and  positions,  it  capitalizes  only  those  ivords  capitalized 
by  the  charter. 
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PART  III 


IMPROVEMENTS  IN  FINANCIAL  MANAGEMENT  OF  THE  CITY 


Chapter  1 
Chapter  2 


Debt,  Investment,  and  Cash  Management 
Integrated  Planning,  Budgeting,  and  Control 


Chapter  1 


DEBT,  INVESTMENT,  AND  CASH  MANAGEMENT 


With  an  expense  budget  of  over  $2  billion  and  a  debt  of  over 
$4  billion,  New  York  City  has  a  job  of  financial  management 
that  is  much  bigger  than  that  of  any  other  city  and  bigger 
than  that  of  most  of  the  states.  Our  findings  are  that  it  is  not 
being  handled  with  the  quality  of  management  organization, 
policy,  skill,  and  foresight  that  matches  the  size  of  the  job. 

In  all  of  the  unending  discussion  of  New  York  City's  finances, 
the  most  familiar  themes  are  how  to  raise  more  revenue  and 
how  to  borrow  more  money.  This  study,  however,  deals  with 
readily  available  ways  of  saving  money  and  of  getting  more 
value  in  services  and  facilities  for  the  money  that  is  spent.  It 
covers  a  specialized  and  somewhat  technical  part  of  the  City's 
financial  management  job-the  management  of  the  City's  cash 
operations,  the  management  of  the  investment  of  the  sinking 
funds  and  pension  funds,  and  the  management  of  the  City's 
debt. 

Through  foresighted  and  skillful  debt,  investment,  and  cash 
management,  the  City  of  New  York  has  opportunities  to  effect 
financial  savings  starting  in  annual  amounts  of  several  million 
dollars  and  multiplying  rapidly  to  a  cumulative  total  of  a  billion 
dollars  or  more  over  a  period  of  years. 

The  kinds  of  savings  that  are  feasible,  and  are  analyzed  and 
advocated  in  this  report,  will  lessen  the  upward  pressure  on 
property  tax  rates  and  the  need  for  more  borrowing  power. 
The  savings  shown  in  this  report  consist  solely  of  interest  to 
be  saved  and  added  interest  to  be  earned.  They  will  curtail 
none  of  the  City's  operating  programs;  they  will  work  toward 
adequate  financing  of  the  City's  capital  facility  needs;  and 
they  can  be  made  to  contribute  immeasurably  to  the  City's 
long-term  financial  stability.  The  opportunities  offered  through 
the  planning  of  debt,  in  fact,  go  far  beyond  cash  savings  by 
permitting  realistic  capital  programs  that  bring  the  needs  of 
the  City  into  balance  with  the  abilities  of  the  taxpayers  to 
finance  them. 


The  Bases  for  Constructive  Action 

In  its  conduct  of  public  business  the  City  is  a  very  big  bor- 
rower of  money  and  also  a  very  big  lender  of  money.  Here  are 
some  fiscal  facts  that  disclose  the  enormous  size  of  these  bor- 
rowing and  investing  functions. 

As  an  indication  of  the  size  of  the  City's  funded  debt,  the 
amount  that  the  City  must  pay  annually  for  interest  and  retire- 
ment of  principal  is  more  than  the  total  annual  expenditures 
for  all  general  government  purposes  of  the  City  of  Los  Angeles. 
The  annual  interest  alone  on  this  debt,  an  essentially  unproduc- 
tive cost,  would  have  paid  for  the  entire  amount  of  Cleveland's 
operating  and  capital  expenditures  in  1958,  and  is  more  than 
the  City  itself  spends  each  year  for  health  and  sanitation 
or  for  hospitals. 

The  City  also  does  hundreds  of  millions  of  dollars  of  tempo- 
rary borrowing  every  year,  in  order  always  to  have  cash  on 
hand  for  operating  purposes  despite  the  uneven  inflow  of 
revenue  throughout  the  year. 

As  an  investor,  the  City  manages  pension  and  sinking  funds 
with  total  assets  of  well  over  $3  billion  and  with  hundreds  of 
millions  of  dollars  of  new  money  each  year  for  investment. 
This  is  an  investment  job  that  compares  with  those  of  large 
insurance  companies  and  savings  banks.  If  it  is  handled  suc- 
cessfully, the  contributions  that  the  City  must  make  to  these 
funds  from  taxes  are  minimized. 

The  size  and  the  nature  of  these  figures  are  a  challenge  to 
fiscal  management.  They  raise  a  question  as  to  how  far  sound 
policy,  suitable  procedures  and  ingenious  planning  can  go  in 
reducing  interest  costs  and  increasing  investment  earnings  as  a 
means  of  buying  more  government  for  each  dollar  spent.  The 
opportunities  available,  which  have  been  explored  and  checked 
in  painstaking  detail  by  the  Commission's  consultants,  are  too 
potentially  valuable  to  be  ignored.  The  Commission  urges. 
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therefore,  that  the  City  take  every  possible  advantage  of  them, 
and  that  every  obstacle  in  the  areas  of  policy,  administration 
and  law  to  their  full  realization  be  removed  without  delay. 

The  studies  underlying  the  Commission's  recommendations 
cover  three  related  phases  of  debt,  investment,  and  cash  man- 
agement : 

1.  Opportunities  for  savings  in  temporary  borrowing 

2.  Opportunities  for  increasing  investment  income 

3.  Better  means  for  financing  capital  needs. 

These  studies  are  summarized  in  the  succeeding  sections  of 
this  chapter.  Each  includes  an  analysis  of  the  City's  present 
practices  and  procedures,  specific  recommendations  for  changes 
specific  ways  and  means  for  effecting  the  changes,  and  indi- 
cations of  the  amount  of  financial  savings  that  may  be  antici- 
pated. 

While  each  of  these  areas  is  analyzed  separately,  and  needs 
individual  consideration  because  of  its  special  features  the 
significance  to  the  City  of  the  opportunities  for  financial' sav- 
ings and  more  effective  management  will  not  be  fully  apparent 
until  they  are  viewed  in  their  totality.  Some  of  the' individual 
savings  available  are  relatively  small,  but  thev  help  to  build 
an  aggregate  that  is  very  large.  All  of  the  prooosals  are  de- 
signed to  become  productive  immediately  upon  their  adoption, 
but  by  the  very  nature  of  the  functions  to  which  thev  apply 
their  greatest  value  is  a  cumulative  one,  with  dividends  multi- 
plying year  by  year. 

CASH  MANAGEMENT  FOR 
CURRENT  OPERATING  PURPOSES 

The  City  of  New  York  undertakes  to  maintain  its  operating 
budgets  on  a  balanced  basis,  that  is,  to  keep  each  year's  expenses 
from  exceeding  the  year's  revenues,  and  it  does  this  reasonably 
well.  Despite  this  accomplishment,  the  City  resorts  to  an  ex- 
traordinarily large  amount  of  temporary  borowing  each  year 
to  finance  the  year's  operations.  In  fiscal  1958-59  it  borrowed 
$578  million  for  periods  ranging  from  31  days  to  365  davs  and 
paid  interest  of  roundly  $3.6  million  on  its  temporary  debt 
During  the  year,  however,  it  received  over  $500,000  in  interest 
on  temporary  investments.  Thus,  the  net  interest  cost  of  tempo- 
rary borrowing  during  the  year  was  about  $3.1  million 

The  means  are  available,  as  shown  in  a  study  bv  the  Com- 
missions consultants,  to  save  most  of  this  net  interest  cost. 
The  amount  of  the  potential  saving  may  not  appear  significant 
when  compared  with  the  City's  expense  budget  of  over  $2  bil- 
lion. The  Commission  holds  the  view,  however,  that  every 
million  dollars,  or  even  every  dollar,  that  can  be  saved  is  worth 
saving,  particularly  when  it  can  be  done  by  tightening  man 
agement  instead  of  short-changing  operating  needs 


This  study  of  cash  management  for  operating  purposes  iden- 
tifies the  causes  of  temporary  borrowing  and  explores  the 
teasibihty  of  eliminating  them  or  moderating  their  effects  A 
review  of  the  findings  follows,  together  with  the  Commission's 
recommendations. 

A-NATURE  AND  COST  OF  TEMPORARY  BORROWING 
The  City  has  available,  under  the  Local  Finance  Law  three 
forms  of  temporary  debt  obligation  for  operating  purposes: 

Tax  anticipation  notes,  issued  in  anticipation  of  the 
collection  of  property  taxes  and  assessments  levied  in 
the  current  and  prior  years.  They  are  issued  for  pe- 
riods up  to  a  year,  may  be  renewed  one  year  at  a  time 
for  four  years,  and  may  not  be  issued  in  excess  of  the 
amounts  of  uncollected  taxes. 

Revenue  anticipation  notes,  issued  in  anticipation  of 
the  collection  or  receipt  of  other  revenue  of  the  current 
and  prior  years,  subject  to  conditions  similar  to  those 
for  tax  anticipation  notes. 

Budget  notes,  issued  for  unforeseeable  emergencies 
and  for  purposes  for  which  insufficient  provision  or 
no  provision  is  made  in  the  annual  budget.  The  follow- 
ing year's  budget  must  provide  for  redemption. 

Two  other  types  of  temporary  debt  obligation  are  available 
both  for  capital  purposes -capital  notes,  issued,  with  a  matur- 
ity of  one  or  two  years,  as  an  alternative  to  financing  by 
issuance  of  bonds,  and  bond  anticipation  notes 

The  approximate  net  interest  cost  of  temporary  borrowing 
(exclusive  of  bond  anticipation  notes)  in  the  five  fiscal  years 
from  July  1954  through  June  1959  was  $13.6  million,  or  an 
average  annual  cost  of  $2.73  million.  The  average  amount  of 
Sly  *«  outstanding  at  the  month-ends  in  this  period 

Sff1  •i1in°n,.ivlth  ^  amU,al  avera*e  ran*e  of  from  $134 
million  to  $180  million.  The  City's  offsetting  short-term  invest- 
ments, comprising  U.S.  Treasury  Bills  and  time  deposit  bal- 

^S^ii^^™01?1^ averages  in  a  narrow  ran*e 

ot  $27-$29  million  after  a  low  $7  million  in  1954-55. 

Since  short-term  interest  rates  have  ranged  much  more 
widely  than  the  annual  amounts  of  temporary  borrowing,  the 
City's  net  interest  cost  is  a  somewhat  unpredictablv  fluctuating 
cost.  In  1956-57,  for  example,  it  was  $3.5  million  compared  with 
$1.8  million  in  1954-55,  although  the  average  temporary  debt 
outstanding  in  the  latter  year  was  slightly  higher  than  in  the 
former  year.  Had  recent  interest  rates  of  at  least  3  percent 
been  in  effect  in  fiscal  1958-59,  the  year's  net  interest  cost 
would  have  been  $4.5  million  or  more  instead  of  $3  1  million 
Although  the  City  has  been  able  to  make  short-term  loans  at 
relatively  favorable  interest  rates,  it  is  vulnerable  to  periodic 
high  costs  of  temporary  borrowing,  and  the  dollar  amount  of 


this  vulnerability  will  increase  if  the  present  temporary  bor- 
rowing policy  keeps  pace  with  rising  expense  budgets. 


Table  2 


PAYMENT   SCHEDULE  FOR   MAJOR  CITY  REVENUES 


B-CAUSES  OF  TEMPORARY  BORROWING 

The  City's  use  of  large  amounts  of  temporary  borrowing  to 
finance  operations  arises  primarily  because  the  receipt  of  rev- 
enue is  not  timed  to  coincide  with  cash  demands  for  expendi- 
tures. While  monthly  disbursements  are  fairly  even  throughout 
the  year,  there  are  very  wide  fluctuations  from  month  to  month 
in  revenue  receipts.  A  secondary  reason  of  considerable  signifi- 
cance is  the  maintenance  of  unnecessarily  high  cash  balances. 
The  technical  study  has  evaluated  the  situation  over  the  past 
five  years  and  found  these  features  to  run  consistently  through- 
out the  period. 

Nearly  four-fifths  of  the  City's  revenue  come  from  a  few 
large  sources.  In  1958-59  the  receipts  from  these  sources  and 
their  relative  importance  were  as  follows : 

Table  1 


REVENUE  RECEI 

IPTS   BY  SOURCE. 

1958-59 

Amount 

Source 

(Millions  of  Dollars) 

Percent  of  Total 

Real  estate  taxes 

$  896 

42.8% 

Sales  tax 

270 

12.9 

General  Business  tax 

100 

4.8 

State  grants: 

Social  welfare 

104 

5.0 

Education 

167 

8.0 

General  purpose 

54 

2.6 

Water  charges 

49 

2.3 

Other 

Federal  grants 

118 

5.7 

Miscellaneous 

333 

15.9 

$2,091 

100.0% 

A  comparison  of  the  payment  dates  for  these  major  revenues 
shows  the  reason  for  monthly  variations  in  total  receipts.  The 
following  table  gives  the  general  features  of  the  payment 
schedule. 

The  first  month  of  the  fiscal  year,  as  the  schedule  shows,  is 
a  financially  arid  month,  with  no  major  revenues  due,  and  the 
second  month  is  not  much  better.  Thus  the  City  must  start  each 
year  by  leaning  heavily  on  borrowed  money.  In  October,  receipt 
of  the  first  half  of  the  real  estate  taxes  brings  relief;  but  there 
is  no  similarly  productive  month  thereafter  until  April,  when 
both  the  second  half  of  the  real  estate  taxes  and  about  half  of 
the  State  grant  for  education  are  due. 

Chart  1  gives  total  revenue  recipts,  by  months,  over  the 
five  fiscal  years  1954-55  through  1958-59,  showing  the  year- 
to-year  consistency  in  wide  monthly  flunctuations.  When  the 


Month 

July 

August 

September 

October 

November 

December 

January 

February 

March 

April 

May 

June 


Real 
Estate 


SA 


Sales 


General 
Business 


Major  State  Grants 
Welfare*  Education 


General 


Va 


Water 
Charges'* 


SA 


>4 


over  50% 


100% 


Q 


•Payments  are  made  by  the  State  on  applications  for  reimbursement  made  periodically  by  the  City 
and  are  relatively  unpeaked  from  month  to  month. 

••Frontage  charges,  due  January  1,  account  for  receipt  of  over  one-half  of  water  revenues  in 
January  and  February;  in  the  other  ten  months  there  are  relatively  steady  monthly  collections. 

SA  =  Semiannual  payments.  Q  =  Quarterly  payments. 

proceeds  from  issuance  of  funded  debt  are  added  in,  to  cover 
the  total  flow  of  cash  receipts  exclusive  of  temporary  borrow- 
ing, there  is  relatively  little  change  in  the  monthly  pattern.* 
This  is  evident  in  a  comparison  of  Chart  1  and  Chart  2. 

Monthly  disbursements  throughout  the  year,  as  has  been 
noted,  follow  a  much  more  even  pattern.  This  feature  is  de- 
picted for  the  same  five  years  in  Charts  3  and  4,  which  may 
be  compared  with  Charts  1  and  2. 
The  Impact  on  Temporary  Borrowing 

As  a  result  of  this  unco-ordinated  timing  of  receipts  and  dis- 
bursements, the  City  incurs  a  deficit  every  July,  operates  at  a 
deficit  all  year,  and  literally  breaks  even  only  at  the  close  of 
the  year.  Table  3  shows  how  the  monthly  cash  surpluses  or 
deficits  have  averaged  over  this  five-year  period  and  shows 
also,  in  the  last  column,  corresponding  figures  for  outstanding 
temporary  debt. 

By  expanding  and  contracting  cash  balances,  the  City  modi- 
fied somewhat  the  monthly  changes  in  temporary  debt  out- 
standing; thus  the  amount  outstanding  was  slower  to  rise 
and  slower  to  fall  than  the  cumulative  cash  deficit.  The  net 
result  for  the  five  years,  however,  was  an  average  cumulative 
deficit  of  $146  million  and  an  average  temporary  debt  out- 
standing of  $151  million. 

♦Although  the  proceeds  from  sale  of  funded  debt  instruments  and  dis- 
bursements for  capital  improvement  are  accounted  for  separately  from 
expense  budget  operations  (as  required  by  Local  Finance  Law  165.0),  the 
Citv  has  followed  a  practice  of  loaning  City  Treasury  monies  to  the 
Proceeds  Fund,  thereby  maintaining  a  deficit  balance  in  the  Proceeds 
Fund.  Because  of  this  practice,  the  pertinent  figures  for  a  study  of  cash 
flow  management  include  the  cash  flow  generated  by  funded  borrowing 
and  capital  expenditure. 
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NEW  YORK  CITY  GOVERNMENT 
TOTAL  RECEIPTS,  BY  MONTHS 

JULY  1954  -  JUNE  1959 


SOURCE  Monthly  Statements.  Office  of  the  Comptroller,  July  1954  through  June  1959. 


22 


Chart  2 

NEW  YORK  CITY  GOVERNMENT 

TOTAL  RECEIPTS  PLUS  FUNDED  BORROWING,  BY  MONTHS 

JULY  1954  -  JUNE  1959 
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SOURCE:  Monthly  Statements,  Office  of  the  Comptroller.  July  1954  through  June  1959. 


Chart  3 

NEW  YORK  CITY  GOVERNMENT 

TOTAL  DISBURSEMENTS  EXCLUSIVE  OF  CAPITAL  IMPROVEMENTS 

AND  REDUCTION  OF  DEBT,  BY  MONTHS 

JULY  1954  -  JUNE  1959 
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SOURCE  Monthly  Statements.  Office  of  the  Comptroller.  July  1954  through  June  1959 


Chart  4 

NEW  YORK  CITY  GOVERNMENT 


TOTAL  DISBURSEMENTS  EXCLUSIVE  OF  REDUCTION 

OF  TEMPORARY  DEBT 

JULY  1954  -  JUNE  1959 
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Table  3 


FIVE-YEAR  AVERAGE  OF  MONTHLY  CASH 
SURPLUS  OR  DEFICIT.  CUMULATIVE  CASH  DEFICIT 
AND  OUTSTANDING  TEMPORARY  DEBT 
JULY  1954—  JUNE  1959 

(In  millions  of  dollars) 


Average 

Outstanding 

Monthly  Cash  Surplus  Deficit 

Cumulative 

Temporary 

Surplus  Deficit 

Cash  Deficit 

Debt 

lulu 

$146 

$146 

$118 

106 

252 

214 

September 

7 

259 

241 

October 

196 

63 

163 

November 

5 

68 

60 

December 

50 

118 

95 

January 

58 

176 

141 

February 

83 

259 

238 

March 

38 

297 

254 

April 

210 

87 

189 

May 

67 

20 

50 

June 

10 

10 

56 

The  City  is  under  the  necessity,  quite  obviously,  of  main- 
taining adequate  working  cash  balances  at  all  times.  In  months 
of  revenue  deficiency  enough  short-term  borrowing  has  to  be 
fr  wh L  7  .theflcash  glance  ^equate.  But  in  those  months 

I     .V     'n"fl0W  °f  revenue  exceeds  ^mediate  needs  and 
pushes  the  cash  balance  above  the  level  of  adequacy,  the  City 

ZZ  aTTP°,Sltl0n  t0,im  est  cash  temporarily  and  add  to  its  in- 
come. Under  an  alert  cash  management  policy,  the  City  will 
not  waste  money  by  paying  interest  on  more  temporary  bor- 
rowing than  ,t  needs,  or  by  losing  interest  through  failure  to 
invest  temporarily  any  balance  in  excess  of  its  needs 
fa  aSTlS^ ^magnitude  involved  was  the  situation 

month  If  ?Unng  th3t  year  the  City  maintained  a 

month-end  average  temporary  debt  (not  including  bond  antici- 
pation notes)  of  $180  million,  while  at  the  same  time  main 
taming  a  month-end  average  cash  balance  of  $83  m Ton  *  As" 
£  S  :£,tk  reSUlti"*  «*  -t  ^r  t  yet 

C-THE  MEANS  FOR  REDUCING  NET  INTEREST  COST 

There  are  two  main  ways  for  the  City  to  reduce  net  interest 

rowing6  '\  y  beUer  f0recastin*  of  cash  needs  so  that  bo 
rowing  can  be  minimized.  The  other  is  by  a  series  of  changes 
in  the  revenue  collection  schedule  designed  to  minimize  the 
month-to-month  fluctuations  in  receipts.  ml"imize  «ie 

month-end  balances,  however  £  UKgufcE*  °Ventatement  nf  "enw 


Forecasting  Cash  Requirements 

Maintaining  demand  cash  balances  consistently  at  the  level 
of  forecasted  requirements  calls  for  the  ready  availability  of 
means  for  both  temporary  borrowing  and  temporary  invest- 
ment. (The  amount  of  actual  reliance  on  these  means  will  of 
course,  be  reduced  by  any  progress  made  in  the  leveling  of 
revenue  receipts.) 

Ability  to  obtain  temporary  loans  when  needed,  and  without 
delay,  has  not  been  a  problem  of  the  City  for  many  years 
Through  the  cooperation  of  the  New  York  City  banks,  the  City 
has  been  able  to  borrow  as  frequently  as  every  week,  on  about 
ten  days  notice  or  less.  It  seems  reasonable  to  assume  that 
the  availability  of  such  accommodations  will  not  be  lessened 
by  the  City  s  development  of  systematic  cash  management 

the  liquidity  of  investments  should  offer  no  problem  The 
City  can  buy  or  sell  United  States  Treasury  bills  in  a  matter 
of  hours.  The  City  does  have  a  problem,  however,  of  short- 
term  investment  policy.  Not  only  should  such  investments  have 
high  security  and  liquidity,  but  they  should  obtain  the  best 
possible  yield  that  is  currently  available.  The  City  loses  money 
when  it  pays  inadequate  attention  to  this  principle.  Recently 

«amfn  r?eTCit>'  bee"  relyin*  m°re  on  time  bank 
deposits  for  City  Treasury  funds  than  on  United  States  Treas- 
ury_  bills  although  the  yield  on  the  latter  was  considerably 

the  no       ,  theJ0nr  °ffered  ,6SS  reaI  "WdH,  because  of 
S.nTtT  ^'d,UnleSS  the  cash  is  0"  ^Posit  for  six  months. 
•        ,    h       y  d06S  "0t  need  t0  hoard  cash  because  of  any 
inability  to  borrow  temporarily  or  lack  of  liquidity  in  tem- 

!Zm  hT/mentV,he  l6Vel  °f  its  WOrkin*  cash  balances 
should  be  determined  by  actual  cash  requirements.  These  re- 
quirements should  be  forecast  systematically,  thus  relieving 
the  City  of  having  to  maintain  unduly  large  cash  balances  to 
compensate  for  uncertainty  of  needs  a  few  weeks  ahead 

Because  the  City  has  experience  with  the  way  in  which  major 
revenues  are  paid,  it  readily  can  do  accurate  forecasting'  of 
receipts  for  at  least  a  few  weeks  in  advance.  Likewise  ac- 
curate forecasting  of  disbursements  for  several  weeks  in  ad- 
vance should  pose  no  difficulties,  since  payrolls  and  debt  serv- 

precfseir    *"  °ther  maj°r  ''^        be  predicted  almost 

nZhLC°TiSt^'S  Tsu,tants-  after  studyin«  the  monthly 
patterns  of  cash  flow  for  the  past  five  years,  the  weekly  pat- 
terns for  the  last  year,  and  the  daily  receipt  and  disbursement 
weae"w  H?S,  °f  S6Veral  m0nths-  determined  a 

Z~  TV,  «"Ce  °f  $4°  mmon  t0  be  present'y  a  conservative 
figure.  This  figure  permits  considerable  leeway  for  less  than 

of  unS<  aS  "  aII°WS  f°r  Nations  from  forecasts 

tL   w     n-  °"e  W6ekl  and  h  exceeds  b.v  $10  million 

the  $.j0  mdlion  level  that  the  City  has  suggested  as  adequate. 
Once  reasonably  accurate  short-range  forecasting  is  estab- 


lished,  the  balance  might  safely  be  reduced ;  but  the  Commis- 
sion believes  that  the  more  conservative  $40  million  level  is 
a  satisfactory  goal. 

Proposed  Policy  on  Cash  Balances.  The  Commission  recom- 
mends that  the  City  should  take  advantage  of  its  ease  in  bor- 
rowing, the  liquidity  of  its  short-term  investments,  and  the 
predictability  of  its  near-term  cash  needs  to  maintain  its  week- 
end cash  balances  at  a  fully  adequate  level  but  to  avoid  exces- 
sive cash  balances. 

The  City's  procedure  would  be  as  follows : 

1.  Forecast  receipts  and  disbursements  two  weeks  in  ad- 
vance. 

2.  If  a  cash  deficit  is  forecast,  sell  U.S.  Treasury  bills  or 
borrow  such  that  the  anticipated  cash  balance  at  the  close 
of  business  on  the  following  Friday  is  $40  million.  If  a 
cash  surplus  is  forecast,  buy  U.S.  Treasury  bills  such  that 
the  anticipated  cash  balance  at  the  close  of  business  on 
the  following  Friday  is  $40  million.  Notes  should  be  sub- 
ject to  redemption  prior  to  maturity;  due  dates  should  be 
determined  by  long-range  forecasts  of  cash  flow. 

Leveling  Monthly  Receipts 

This  can  be  done  by  judicious  changes  in  the  payment  dates 
for  the  City's  major  sources  of  revenue.  The  following  changes 
should  have  special  consideration: 

Real  Estate  Taxes.  Change  to  quarterly  payments,  or  retain 
semi-annual  payments  but  stagger  the  due  dates  so  that  one- 
sixth  of  the  taxpayers  pay  in  July  and  January,  one-sixth  in 
August  and  February,  etc.  The  latter  appears  preferable  be- 
cause it  leaves  the  taxpayers'  and  City's  annual  work  loads 
unchanged  and  evens  the  City's  work  load.  In  either  case,  an 
amendment  to  the  City  charter  would  be  required.  Such  an 
amendment  would  not  require  a  public  referendum,  but  rather 
can  be  accomplished  by  the  City  Council  and  the  Board  of 
Estimate. 

Sales  Taxes.  Change  to  monthly  payments,  or  retain  quart- 
erly payments  but  stagger  due  dates  so  that  one-third  pay 
quarterly  beginning  in  July,  one-third  beginning  in  August, 
and  one-third  in  September.  The  latter  appears  preferable  as 
it  would  level  both  receipts  and  the  collection  work  load. 
Altering  payment  dates  will  require  a  change  in  the  City  Code. 

General  Business  Taxes.  Shift  from  one  payment  in  May  to 
staggered  quarterly  payments,  with  the  first  three  payments 
based  on  estimated  taxes.  A  change  in  the  City  Code  would 
be  required. 

State  Grants.  Work  out  arrangements  with  the  State  to 
obtain  more  level  monthly  payments  of  grants.  With  the  now 
continuous  inflow  of  personal  income  taxes,  the  State  appears 
to  be  in  a  financial  position  to  make  such  accommodations.  In 
addition  to  negotiation  with  the  appropriate  State  officers. 


this  plan  will  require  legislation  to  adjust  certain  existing 
statutory  payment  provisions.  Care  should  be  taken,  of  course, 
not  merely  to  transfer  the  temporary  debt  burden  from  the 
City  to  the  State. 
Measuring  the  Savings 

Adoption  of  all  of  the  steps  proposed  would  eliminate  al- 
most completely  the  need  for  temporary  borrowing,  as  may 
be  seen  by  comparing  Charts  5  and  6.  In  the  technical  study 
supporting  the  proposals,  it  was  determined  that  in  the  five 
years  from  1954-55  through  1958-59  net  interest  costs  were 
$13.6  million;  that  the  single  step  of  holding  cash  balances  to 
$40  million  would  have  saved  $4.9  million  or  an  average  of 
$988,000  a  year;  and  that,  had  the  entire  proposed  program 
been  in  effect,  net  interest  costs  would  have  disappeared  and 
been  replaced  by  a  total  net  income  from  investment  of  over 
$2  million  for  the  five  years. 

More  specifically,  the  cumulative  impact  of  the  proposed 
changes,  had  they  been  in  effect  in  1958-59,  would  have  been 
as  follows,  and  as  shown  in  Table  4 : 

Proposed  Change  Saving* 

1.  Elimination  of  excess  temporary  borrowing  by 

better  forecasting  of  cash  needs  and  revenues    $  780,000 

2.  Equalization  of  monthly  payments  of  State 

grants  340,000 

3.  Leveling  of  sales  tax  receipts  520,000 

4.  Leveling  of  general  business  tax  receipts  640.000 

5.  Leveling  of  real  estate  tax  receipts  640,000 

Total  $2,920,000 

The  significance  of  astute  cash  management  policies  in 
financing  operations,  carried  out  by  skilled  financial  admin- 
istrators, sometimes  is  overlooked  when  short-term  interest 
rates  are  low.  The  need  for  continuity  of  such  policies  and 
management,  however,  is  conspicuous  in  the  present  period 
of  high  interest  rates.  If  the  changes  proposed  were  now  in 
effect,  the  savings  for  1959-60  alone  could  be  well  over  $4.- 
500,000.  As  will  be  shown  in  succeeding  sections  of  the  report, 
this  worthwhile  saving  can  be  multiplied  many  times  by  apply- 
ing skillful  financial  management  in  other  areas  of  City  re- 
sponsibility. 

One  of  the  major  financial  responsibilities  of  the  City  of  New 
York  is  that  of  investment  management.  The  City's  sinking 
and  pension  funds  together  hold  assets  of  more  than  $3.3  bil- 
lion. The  earnings  of  the  investment  of  these  funds  contribute 

♦The  annual  savings  have  been  computed  at  an  interest  rate  of  2  percent 
(actual  interest  rates  during  1958-59  ranged  from  1.50  percent  to  2.75 
percent) . 
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Table  4 

NEW   YORK   CITY  GOVERNMENT 
SUMMARY  OF  PLANS  TO   M.N.M.ZE   COSTS  OP  SHORT-TERM   BORROW.NC.   SHOW.NC   CHANGES  REOU 

AND  CUMULATIVE   IMPACT   OF  CHANGES  ON   NET  INTEREST 
COST  FOR  THE   FISCAL   YEAR  1958-1959 


IRED 


Description  of  Plan 


Actual 


CHANGES  REQUIRED 


City  Policy 


$40  million  cash  balance, 
end  of  month. 


$40  million  cash  balance, 
end  of  month;  adjusted 
State  grants. 


$40  million  cash  balance 
end  of  month;  adjusted 
State  grants;  adjusted 
Sales  tax  receipts. 


Forecast  accurately 
cash  needs  and 
revenues;  possibly 
stagger  payroll 
periods;  maintain 
end-of-month  cash 
balance  at  $40  million 


State  Law  and 
Policy  Administration 


None 


City  Code 


None 


$40  million  cash  balance 
end  of  month;  adjusted 
State  grants;  adjusted 
Sales  tax  receipts; 
adjusted  General  Business 
tax  receipts. 


Reschedule  State 
grants  to  City  to 
achieve  level  monthly 
payments. 


$40  million  cash  balance 
end  of  month;  adjusted 
State  grants;  adjusted 
Sales  tax  receipts; 
adjusted  General  Business 
tax  recipts,  adjusted 
Real  Estate  tax  receipts. 


None 


None 


City  Charter 


None 


None 


Revise  Chapter 
41.  Title  N.  to 
provide  staggered 
payments  of 
Sales  tax. 


None 


Revise  Chapter 
46,  Title  B. 
to  provide  both 
staggered  and 
more  timely 
payment  of 
General  Business 
tax. 


None 


None 


None 


Revise  Chapter 
7,  Section  172, 
to  provide 
staggered 
payment  of  Real 
Estate  Taxes 


CUMULATIVE  IMPACT  OF  CHANGES 


Net  Interest  Cost 
of  Plan 


$3,060,000 


Change  From 
Preceding  Plan  in 
Net  Interest  Cost 


2,280,000 


1,940,000 


1,420,000 


-$780,000 


340,000 


Cumulative 
Reduction  in 
Net  Interest  Cost 


780.000 


520,000 


780,000 


1.120,000 


1.640,000 


140,000 


640.000 


2.280,000 


-  640,000 


materially  to  the  retirement  of  the  City's  debt  and  to  the 
payment  of  contractual  retirement  benefits  to  City  employees 

Li^rH^r'  yil,dS/re  inade(*uate>  the  City  has  to  make 
good  the  deficits  in  the  fund  reserves.  On  the  other  hand  any 
improvement  in  the  earnings  of  these  funds  will  save  the 
^ity  and  its  taxpayers  exactly  as  much. 

The  Commission  is  convinced  that  the  opportunity  for  im- 
proving the  earnings  of  these  funds  without  sacrifice  of  secur- 
ity is  very  substantial;  presents  here  a  program  of  action  to 
obtain  this  improvement;  and  urges  that  all  necessary  steps 
be  taken  to  permit  its  adoption  and  successful  operation. 

Investment  Management  of  the  Pension  Funds 

There  are  five  major  pension  funds  for  New  York  City  em- 


2.920.000 


ployees.  each  established  on  an  actuarial  basis.  The  invest 
merits  of  each  are  managed  by  the  City  Comptroller.  Because 
the  schedules  of  retirement  payments  to  beneficiaries  are 
fixed,  any  improvement  in  the  yields  on  invested  funds,  both 
those  contributed  by  the  employees  and  those  contributed  by 

uJrZ'  u  r6duCe  tHe  re^uireme"ts  for  City  contributions 
by  the  full  amount  of  the  increase  in  earnings 

The  total  assets  of  these  funds  have  grown  from  $846  mil- 
ion  in  1949  to  $2  5  billion  in  1959.  and  it  is  estimated  by  the 
City  that  they  will  reach  $5.5  billion  by  1969.  The  contribution 
by  the  City  has  increased  from  $75  million  in  1949  to  $204 
million  in  1959.  Even  under  the  limiting  assumptions  of  no 
general  salary  increases  and  no  significant  increase  in  payrolls 
his  figure  is  estimated  by  the  City  to  grow  to  $271  million  by 
1965.  It  is  evident,  therefore,  that  any  improvement  in  invest- 


ment  yield  will  mean  progressively  larger  savings  to  the  City 
over  the  next  several  years. 

Investment  Standards  and  Present  Policies.  The  following 
three  criteria  have  been  applied  in  appraising  the  soundness 
of  the  City's  pension  fund  investment  policies. 

1.  Security  of  principal.  This  is  the  most  important  con- 
sideration, and  is  met  through  the  quality  of  securities  pur- 
chased and  by  the  diversification  of  holdings. 

2.  Liquidity.  The  second  important  requirement  is  to  have 
the  maturities  of  investments  coincide  with  any  need  for  cash, 
over  and  above  interest  earnings  and  regular  City  and  em- 
ployee cash  contributions,  to  meet  obligations  to  pension 
holders. 

3.  Yield.  The  third  requirement  is  to  obtain  the  highest  pos- 
sible yield  that  is  consistent  with  security  and  liquidity. 

Security  of  principal  is  now  safeguarded  by  State  law,  which 
defines,  with  one  exception,  the  types  of  securities  in  which  the 
assets  of  various  funds  may  be  invested  as  those  government 
and  corporate  bonds  which  are  legal  for  New  York  savings 
banks.  At  present,  one  of  the  five  funds,  the  Police  Fund, 
representing  less  than  7  percent  of  the  total  assets,  is  not 
authorized  to  invest  in  corporate  bonds.  The  Commission  con- 
siders this  special  limitation  a  disadvantage  and  believes  that 
it  should  be  removed. 

Diversification  of  investment,  which  also  contributes  to  sec- 
urity, has  not  been  achieved  to  any  significant  degree.  Instead, 
it  has  been  the  management  policy  to  concentrate  the  invest- 
ments of  the  City  pension  funds  in  New  York  City  bonds. 
As  of  June  30,  1959,  nearly  three  fourths  of  the  total  assets 
of  the  pension  funds  were  thus  invested.  Further,  the  percent- 
age of  assets  invested  in  New  York  City  bonds  has  increased 
every  year  for  the  last  five  years.  Chart  7  shows  the  trends  in 
composition  of  the  investments  of  the  funds  since  1949. 

Liquidity  offers  no  present  investment  problem  for  the 
pension  funds.  Because  of  the  rapid  growth  of  the  funds,  the 
cash  receipts  from  payments  into  the  funds  and  interest 
earned  have  been  substantially  in  excess  of  payments  for  bene- 
fits. Competent  observers  are  of  the  opinion  that  a  surplus  of 
receipts  over  payments  will  continue  for  at  least  the  next  ten 
years.  Under  these  conditions,  maturities  should  be  scheduled 
more  or  less  evenly  over  future  years.  Present  holdings  follow 
such  a  schedule. 

With  respect  to  investment  yield,  the  earnings  of  the  pension 
funds  over  the  last  ten  years  have  fallen  well  short  of  what 
they  could  have  been  within  the  bounds  of  safety  and  liquidity. 
The  over-all  yields  of  the  five  funds  have  varied  between  2.8 
percent  and  3.0  percent.  In  comparison,  the  retirement  pay- 
ment plans  are  based  on  an  assumed  minimum  yield  of  4  per- 
cent for  those  who  joined  the  retirement  system  before  July 
1,  1947,  and  3  percent  for  those  joining  subsequently. 


This  failure  to  maximize  investment  earnings  is  due  to  con- 
centration of  investment  in  New  York  City  bonds  despite  their 
normally  lower  yield  than  those  on  U.S.  Government  and 
corporate  bonds.  For  the  private  investor,  this  low  yield  may 
be  attractive  because  it  is  exempt  from  federal  income  taxes. 
But  since  the  pension  funds  pay  no  taxes  there  is  no  advan- 
tage to  them  to  hold  tax  exempt  securities  and  every  advantage 
in  holding  securities  of  higher  yield  which  equally  meet  the 
standards  of  security. 

As  shown  in  Chart  7,  the  pension  funds  have  continued  to 
invest  each  year  the  largest  part  of  their  available  funds  in 
New  York  City  securities.  Of  the  total  amount  invested  in  fiscal 
1958-59,  84  percent  was  in  New  York  City  securities,  11  per- 
cent in  corporate  bonds,  and  5  percent  in  U.S.  Government 
securities.  Only  in  small  part  is  this  policy  attributable  to  the 
present  prohibition  on  corporate  investments  by  the  Police 
Fund,  since  it  represents  only  7  percent  of  the  total  pension 
fund  assets. 

The  Possibilities  For  Improving  Earnings 

The  technical  studies  made  for  the  Commission  indicate  that 
the  pension  funds  can  make  a  large  improvement  in  investment 
earnings,  both  by  the  policies  followed  in  the  investment  of 
new  money  and  by  some  switching  of  present  investments. 

In  order  to  provide  an  estimate  of  the  savings  that  might 
accrue  to  the  City  by  investing  pension  funds  in  a  diversified 
group  of  higher  yield  securities,  the  Commission's  financial 
consultants  have  reprogramed  investment  of  the  $314  mil- 
lion available  for  investment  in  fiscal  1958-59.  The  procedure, 
briefly,  assumed  the  money  to  be  available  in  roughly  equal 
monthly  amounts,  assumed  full  investment  of  funds  as  they 
became  available  each  month,  and  assumed,  also,  adoption  of 
legislation  to  permit  the  Police  Fund  the  same  discretion  as 
the  other  funds. 

Two  alternative  investment  programs  were  devised  for 
illustrative  purposes.  One  comprised  FHA  mortgages,  46  per- 
cent, and  high-grade  corporate  bonds,  54  percent.  The  other 
used  U.S.  government  bonds  instead  of  corporate  bonds.  The 
proposed  programs  are  given  in  detail  in  Appendix  A.  The 
yields  of  these  reprogrammed  portfolios  compare  as  follows 
with  the  yield  on  the  investments  actually  made  in  1958-59. 
Yield  on  actual  investment  in  New  York  City  bonds  3.41% 
Yield  on  actual  over-all  investment  3.52 
Yield  on  first  alternative  portfolio  4.63 
Yield  on  second  alternative  portfolio  4.33 
The  savings  that  would  have  accrued  to  the  City  from  such 
programs  would  have  been  $3.5  million  per  year  for  the  first 
alternative  and  $2.5  million  for  the  second. 

In  addition  to  improving  earnings  on  the  investment  of  new 
money,  it  should  be  possible  to  shift  some  of  the  present  in- 
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vestment  holdings  into  investments  of  higher  yield  without 
waiting  for  their  maturity.  The  study  of  investment  manage- 
ment developed  for  the  Commission  also  tested  this  possibility. 
By  programing  a  shift  of  $10  million  in  City  securities  to 
corporate  bonds  each  month  for  the  fiscal  year  1958-59,  it  was 
found  that  while  the  average  yield  on  the  City  bonds  at  their 
estimated  selling  price  was  3.51  percent,  the  average  yield  on 
the  corporate  bonds  that  could  be  purchased  with  the  proceeds 
was  4.10  percent,  an  increase  of  0.59  percent.  Further  in- 
vestigation discloses  even  more  favorable  opportunities  in 
recent  months  for  switching  investments. 

The  particular  investment  portfolios  used  for  illustration, 
it  should  be  emphasized,  would  not  necessarily  provide  the 
best  yields  in  subsequent  years.  As  shifts  occur  in  the  money 
market,  investments  should  be  shifted  to  take  advantage  of 
new  opportunities.  The  Commission  believes,  however,  that  the 
proposed  programs  are  reasonably  representative  of  what 
professional  investment  management  of  the  pension  funds 
should  be  able  to  accomplish. 

Investment  Management  of  the  Sinking  Funds 

The  City  of  New  York  maintains  four  sinking  funds  to  pro- 
vide for  retirement  of  its  sinking  fund  bonds  (called  corporate 
stock).  These  funds  now  hold  investments  totalling  $851  mil- 
lion. As  in  the  case  of  the  pension  funds,  any  increase  in  the 
income  from  these  investments  will  reduce  correspondingly 
the  required  annual  payments  by  the  City. 

When  the  criteria  for  security,  liquidity,  and  yield  are  ap- 
plied as  a  test  of  sinking  fund  management,  failure  too  obtain 
the  potentially  available  yield  shows  up  as  a  conspicuous 
deficiency. 

For  security  purposes,  State  law  limits  investment  of  sink- 
ing funds  to  New  York  State,  New  York  City  and  U.S.  Gov- 
ernment obligations.  The  sinking  funds  comply  with  the  law 
by  investing  mainly  in  the  City's  own  bonds. 

Liquidity  is  a  very  demanding  consideration  because  the 
sinking  funds  are  set  up  for  the  express  purpose  of  building 
reserves  to  retire  specific  issues  of  sinking  fund  bonds  at 
maturity.  When  an  issue  becomes  due,  the  required  cash  for 
payment  should  be  available  from  a  combination  of  current 
interest  earnings  of  the  funds,  current  amortization  install- 
ments paid  into  the  funds,  and  the  well-timed  maturity  of 
investments.  Cash  can  be  provided,  also,  by  sale  of  investments 
prior  to  their  maturity;  but  this  is  only  for  emergency  use 
as  the  bonds  may  be  selling  at  a  discount  when  the  money 
is  needed. 

The  City's  sinking  fund  investments  are  meeting  the  require- 
ment of  liquidity  by  providing  more  liquidity  than  necessary 
and  thereby  losing  investment  yield.  Yields  normally  are 
higher  on  long-term  bonds  than  on  short-term  bonds;  but,  as 


Chart  8  shows,  over  the  next  12  years  an  excess  of  liquidity 
has  been  provided  by  the  early  maturities  of  a  large  part  of  the 
investments.  At  the  present  time,  a  higher  yield  on  short-term 
than  on  long-term  U.S.  Government  securities  presents  an 
unusual  situation;  but  with  $44  million  invested  as  of  June 
30,  1959,  in  New  York  City  notes  yielding  an  average  of  less 
than  2Vi  percent,  the  City  was  not  getting  the  full  advantage 
of  this  opportunity. 

Obtaining  the  highest  yield  compatible  with  security  and 
liquidity  has  been  disregarded  as  a  goal  of  sinking  fund  man- 
agement just  as  it  has  been  in  pension  fund  management.  The 
sinking  funds,  as  a  matter  of  continuing  policy,  have  invested 
most  of  their  funds  in  New  York  City  bonds.  As  of  June  30, 
1959,  86  percent  of  the  sinking  funds'  assets  were  New  York 
City  securities,  despite  the  fact  that  such  obligations,  because 
of  their  tax  exempt  character,  normally  sell  at  yields  below 
those  of  U.S.  Government  bonds. 

The  Possibilities  for  Improving  Earnings.  For  the  sinking 
funds,  the  indications  are  as  strong  as  for  the  pension  funds 
that  a  well-planned  program  of  investments  will  bring  a  sub- 
stantial improvement  in  earnings.  This  is  evident  from  a  re- 
programing,  similar  to  that  developed  for  the  pension  funds, 
of  sinking  fund  investments  made  between  July  1,  1958,  and 
June  30,  1959. 

The  actual  yield  on  securities  purchased  by  the  sinking 
funds  during  the  year  and  held  at  the  end  of  the  fiscal  year 
was  2.95  percent.  The  corresponding  yield  on  the  repro- 
gramed  schedule  of  investments,  which  took  advantage  of  the 
higher  yield  on  U.S.  Government  obligations,  was  3.90  per- 
cent, an  improvement  of  0.95  percent.  In  terms  of  the  total 
of  $93,200,000  available  for  investment  during  the  fiscal  year, 
the  annual  improvement  in  yield  would  have  been  $880,000. 

The  magnitude  of  potential  future  savings  will  depend,  of 
course,  on  the  extent  to  which  the  City  continues  to  issue  sink- 
ing fund  bonds.  If  the  City  should  issue  no  more  such  bonds 
(corporate  stock),  and  if  it  were  able  to  improve  the  yields  on 
investment  of  cash  becoming  available  each  year  according 
to  the  schedule  shown  in  Chart  8,  the  total  savings  over  the 
next  ten  years  would  be  $24  million.  If  limited  replacement 
of  existing  investments  with  ones  of  higher  yield  also  were 
done  so  that  in  five  years  an  improvement  in  average  yield  of 
0.9  percent  were  achieved,  the  total  savings  over  ten  years 
would  be  $59  million.  If  the  City  continues  to  issue  sinking 
fund  bonds,  thereby  adding  to  the  assets  of  the  sinking  funds, 
the  total  savings  would  be  correspondingly  larger. 

Other  Considerations  in  Investment  Policy 

The  Commission  is  quite  aware  that  obtaining  the  highest 
yield  commensurate  with  security  and  liquidity  is  not  the 
only  consideration  in  investing  the  assets  of  the  City's  pension 
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SOURCE:  Annual  Report  of  the  Controller  of  New  York  City. 

Annual  Report  of  the  Sinking  Funds  of  New  York  City. 


and  sinking  funds.  These  funds  have  been  used  by  the  City 
as  the  principal  market  for  its  own  securities,  and  in  any  shift 
to  more  dependence  on  a  public  market  it  would  be  necessary 
to  avoid  oversaturating  the  market  with  the  City's  bonds.  This 
would  increase  the  interest  rates  on  the  City's  bonds  and 
tend  to  offset  the  savings  from  more  diversified  investment  by 
the  City.  Thus  it  may  be  necessary  from  time-to-time  for  the 
City's  funds  to  purchase  New  York  City  bonds  because  of 
market  conditions.  Any  such  action,  however,  should  be  an 
integral  part  of  a  sound  over-all  investment  policy.  In  any 
event,  there  is  no  justification  for  the  City  to  sell  bonds  to  its 
investment  funds  at  higher  interest  rates  than  can  be  obtained 
through  public  sale,  as  it  has  done  repeatedly  in  the  past. 

The  recommendations  made  on  debt  management  in  the  fol- 
lowing section  of  the  report  will,  if  adopted,  minimize  the 
problem  of  finding  a  satisfactory  public  market  for  the  City's 
bonds  and  facilitate  the  successful  carrying  out  of  the  in- 
vestment policy  that  has  been  outlined  above.  Not  only  will 
the  City  find  it  unnecessary  to  issue  as  many  bonds  as  in  re- 
cent years,  but  it  will  find,  through  improved  credit,  a  more 
ready  public  market  for  them. 

The  Commission  understands  that  the  City  also  is  anticipat- 
ing, by  holding  City  bonds,  the  possible  passage  of  proposed 
Federal  legislation  which  will  permit  pension  recipients  to  de- 
duct from  their  Federal  income  taxes,  a  pro  rata  share  of  the 
earnings  of  the  funds  which  have  been  derived  from  tax  ex- 
empt bonds. 

This  policy  the  Commission  regards  as  unwise,  both  now 
and  in  the  event  of  passage  of  such  legislation.  The  net  effect 
of  holding  tax  exempt  municipal  bonds  so  that  the  pension 
recipients  might  receive  an  unanticipated  tax  reduction,  would 
be  to  decrease  yield  on  pension  fund  assets  and  thereby  to 
increase  the  pension  costs  to  the  City.  This  would  amount  to 
an  increase  in  pension  payments  at  the  expense  of  the  City 
that  is  not  explicitly  authorized  or  required  by  State  law  and 
by  the  pension  agreements. 

Estimates  of  Possible  Savings  in  the  Future 

The  Commission  is  convinced  that  the  City  of  New  York, 
by  more  judicious  and  professionally  skillful  management  of 
the  investments  of  its  pension  and  sinking  funds,  can  save  a 
very  large  amount  of  money.  Past  and  present  investment 
policies  have  generated  unnecessary  expense  for  the  taxpayers 
and  failed  to  make  the  most  efficient  use  of  the  City's  financial 
resources. 

In  the  preceding  summary  of  present  investment  policy,  of 
proposed  alternative  programs,  and  of  the  savings  that  are 
potentially  available,  little  has  been  said  about  the  cumulative 
effect  of  such  savings.  An  improvement  in  yield  on  investments 
made  in  each  year  continues  over  the  life  of  the  investments. 


It  is  impossible  to  estimate  accurately  the  total  savings  that 
might  be  realized  by  improving  the  yields  on  the  pension  and 
sinking  funds  through  investment  of  new  funds  and  switching 
of  present  investments.  Shifting  from  investment  in  New 
York  City  bonds  to  other  securities  can  be  carried  on  profitably 
only  so  long  as  it  does  not  increase  materially  the  cost  of  new 
borrowing  to  the  City.  Over  a  period  of  five  years  of  care- 
fully planned  operations,  however,  it  should  be  possible  to 
raise  the  effective  yields  of  the  funds  by  a  significant  amount. 

Assuming  that  the  assets  of  the  pension  and  sinking  funds 
reach  $4  billion  at  the  end  of  five  years,  and  that  it  has  been 
possible  to  improve  the  average  yield  by  0.70  percent  on  half 
the  total  assets,  the  City  would  save  $57  million  over  the  five- 
year  period.  If  an  increase  in  average  yield  of  0.90  percent  on 
half  the  total  assets  were  realized,  the  saving  to  the  City 
would  be  $74  million.  Over  the  next  ten  years,  assuming  that 
by  the  tenth  year  the  total  assets  exceed  $5.5  million,  the  total 
savings  to  the  City  would  be  between  $209  million  and  $268 
million. 

Recommendations 

The  Commission  makes  the  following  recommendations  for 
necessary  steps  to  realize  potential  savings  through  manage- 
ment of  the  pension  and  sinking  funds. 

1.  That  the  pertinent  State  laws  be  amended  to  permit  the 
Police  Retirement  System  to  invest  in  all  securities  legal  in 
New  York  State  for  savings  banks  and  for  the  other  pension 
funds. 

2.  That  management  of  the  investments  of  the  City's  pen- 
sion and  sinking  funds  should  be  directed  by  a  broadly  ex- 
perienced investment  officer,  with  facilities  for  adequate  re- 
search. The  required  high  order  of  investment  planning  skill 
does  not  now  exist  in  the  pension  fund  managements  or  in  the 
Comptroller's  Office. 

3.  That  this  arrangement  be  reinforced  by  the  creation  of 
an  experienced  and  independent  investment  committee,  who 
would  pass  on  the  adequacy  of  investment  planning  and  on 
individual  investments. 

FINANCING  NEW  YORK  CITY'S 
CAPITAL  NEEDS 

No  one  will  question  New  York  City's  need  for  adequate 
capital  improvements.  It  takes  efficient  plant  and  equipment 
to  maintain  and  strengthen  the  City's  economic  position,  and 
also  to  permit  the  effective  functioning  of  the  City's  various 
programs  for  assuring  the  health,  safety  and  welfare  of  its 
people.  Thus  the  City's  government  has  a  basic  responsibility 
for  the  planning,  development  and  maintenance  of  capital  facil- 
ities that  meet  these  requirements.  It  has  an  equally  important 
responsibility,  however,  for  preventing  the  financial  obligations 


incurred  for  such  purposes  from  becoming  so  burdensome  as 
to  minimize  the  benefits. 

There  will  always  be  differences  of  opinion  as  to  the  magni- 
tude of  New  York  City's  capital  needs-conflicting  views  as 
to  urgency,  on  whether  projects  are  truly  necessary  or  merely 
desirable,  and  on  choices  between  buying  de  luxe  or  economy 
models.  But  it  is  disconcertingly  clear  that  the  City  has  a  huge 
accumulation  of  unsatisfied  capital  requirements  for  its  school, 
sanitation,  rapid  transit,  urban  renewal,  and  other  major  pro- 
grams; that  this  backlog  is  being  added  to  relentlessly  by  the 
depreciation  and  obsolescence  of  existing  facilities;  and  that 
changing  conditions  keep  generating  new  requirements. 

In  trying  to  satisfy  these  needs  since  World  War  II  the  City 
has  increased  its  gross  funded  debt  from  $2.9  billion  to  $4.1 
billion,  its  gross  funded  debt  less  sinking  funds  from  $2.3  bil- 
lion to  $3.3  billion,  and  its  annual  requirement  for  debt  service 
(combined  interest,  retirement  of  maturing  serial  bonds,  and 
amortization  of  corporate  stock)  from  $180  million  to  $400 
million.  During  and  immediately  following  the  war  period  there 
was  a  minor  reduction  in  the  City's  net  funded  debt  (gross  less 
sinking  funds)  ;  but  in  the  12  years  from  1947-48  through 
1958-59  the  City  issued  a  total  of  $3.2  billion  of  bonds,  includ- 
ing $1.26  billion  in  the  last  three  years  alone. 

The  City's  Comparative  Debt  Load 

Even  for  a  city  as  large  and  as  well  endowed  with  resources 
as  New  York,  these  are  formidable  figures.  Part  of  their  size 
must  be  attributed  to  the  postwar  inflation ;  but  in  1957,  ac- 
cording to  the  U.  S.  Bureau  of  the  Census,  New  York  City's 
debt  accounted  for  over  13  percent  of  the  total  local  government 
debt  of  the  United  States,  although  the  City  had  less  than  5 
percent  of  the  nation's  population.  Comparison  shows,  also,  that 
New  York  is  much  more  heavily  burdened  with  tax-supported 
debt  than  any  of  the  four  other  United  States  cities  of  over 
1,000,000  population. 

A  comparison  of  the  tax-supported,  net  debt  of  New  York 
City  with  those  of  these  four  large  cities-Chicago,  Detroit,  Los 
Angeles,  and  Philadelphia-is  given  in  Table  5.  To  provide  true 
comparability,  composite  figures  are  used  that  include  the  net 
debts  of  overlapping  local  governments. 

While  per  capita  figures  and  ratios  of  full  value  of  taxable 
real  property  are  not  perfect  comparative  measurement  stand- 
ards, they  are  sufficiently  informative  to  show  that  New  York 
City's  tax-supported  debt  is  far  heavier  than  those  of  Chicago 
and  Detroit  and  considerably  heavier  than  those  of  Los  Angeles 
and  Philadelphia.  Actually,  the  figures  given  for  New  York  City 
are  an  understatement  of  the  City's  tax-supported  debt  load. 
While  water  debt  has  been  deducted  in  the  computation  because 
the  water  system  is  approximately  self-supporting,  the  net 
revenues  of  the  system  are  applied  to  general  city  operations 


Table  5 

DIRECT  AND   OVER-ALL,  NET,  TAX  -  S  U  PP  O  RTED   DEBTS,  1959 
IN  CITIES  OVER  1,000,000  POPULATION 


Over-all  Net  as  a  Percentage  of 
Net  Debt  per  Capita(a)  Assessed  Valuation       Estimated  Full  Value 


City 

Direct 

Over-all 

of  Taxable  Realty 

of  Taxable  Realty 

New  York 

$361.39 

$362.27(b) 

12.0 

9.9 

Philadelphia 

145.91 

188.24(c) 

8.3 

5.6 

Los  Angeles 

93.71 

280.39(d) 

22.0 

6.6 

Chicago 

57.99 

123.90(e) 

6.4 

3.2 

Detroit 

108.16 

113.38(f) 

65 

3.3 

(a)  -Based  on  1957  special  population  census  for  New  York  City,  on  local  estimates  in  1958  or  1959 
for  other  cities. 

(b)  -lncludes  tax-supported  portion  of  City-guaranteed  debt  of  New  York  City  Housing  Authority. 

(c)  -lncludes  net  debt  of  Philadelphia  School  District. 

(d)  -lncludes  share  of  net  debts  of  City  Elementary  School,  High  School  and  Junior  College  Districts, 
Los  Angeles  County,  Flood  Control  District,  Metropolitan  Water  District,  sanitary  districts,  special 
assessment  districts. 

(e)  -lncludes  net  debts  of  Board  of  Education,  Park  District,  special  assessment  districts,  share  of 
net  debts  of  Cook  County,  Forest  Preserve  District,  Metropolitan  Sanitary  District. 

(f)  — Includes  share  of  net  debt  of  Detroit-Wayne  County  Building  Authority. 


and  property  taxes  are  levied  for  water  debt  service.  The  in- 
clusion of  net  water  debt  would  add  $72.77  per  capita  and  1.4 
percent  of  the  full  value  of  taxable  real  property  to  the  City's 
figures  shown  in  the  table. 

There  are  some  extenuating  circumstances,  to  be  sure,  for 
New  York  City's  relatively  high  debt.  Were  it  not  for  the  tax- 
supported  rapid  transit  debt,  which  accounts  for  one-third  of 
the  gross  bonded  debt  less  sinking  funds,  the  City's  net,  tax- 
supported  debt  burden  would  be  more  in  line  with  those  of 
other  large  metropolitan  centers.  Among  other  contributing 
factors  are  the  special  requirements  for  serving  a  large  tran- 
sient population,  the  heavy  cost  of  providing  capital  improve- 
ments in  the  areas  of  high-density  development,  and  the 
necessity  for  large  expansion  of  improvements  in  those  sections 
of  the  city  that  have  been  growing  rapidly  despite  the  slow 
growth  of  the  city  as  a  whole.  In  all  of  these  respects,  the  City 
of  New  York  is  not  unique  among  the  nation's  very  large  urban 
centers.  None  of  them  is  without  special  demands  of  one  kind 
or  another.  But  all  except  New  York  have  coped  with  them 
thus  far  without  building  monumental  debts. 

New  York  City's  present  tax-supported  debt  burden  is  not 
so  heavy  as  to  invite  comparison  with  the  excessive  burdens  of 
those  cities  that  have  met  financial  disaster  in  the  past,  but 
undeniably  it  is  relatively  high.  No  city  can  well  afford  to  accu- 
mulate a  tax-supported  debt  burden  that  is  conspicuously 
heavier  than  the  range  in  such  burdens  for  cities  with  which  it 
must  compete  economically.  The  effect  is  to  lower  credit  stand- 
ing and  increase  the  cost  of  borrowing  money,  and  also  to  place 
the  taxpayers  at  a  disadvantage  with  those  of  other  cities. 
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owe*:  Annual  reports  Irom  the  Comptroller  o/  the  City  of  New  York. 

Implications  of  the  City's  Borrowing  Policy 

The  troublesome  fact  is  that  so  many  capital  needs  remain 
unsatisfied  despite  the  recent  acceleration  of  borrowing  (see 
Chart  9)  and  the  relatively  high  level  of  the  present  debt 
load.  One  way  to  satisfy  the  requirements  is  to  step  up  bor- 
rowing further  and  push  the  debt  load  still  higher.  This,  appar- 
ently, has  been  the  City's  intention,  in  view  of  its  recent  efforts 
to  obtain  $500  million  of  further  exemption  from  the  constitu- 
tional debt  limit  and  its  discontinuance  of  any  financing  of 
capital  improvements  from  current  revenue.  In  the  past  10 


years,  however,  there  has  been  an  increase  in  the  property  tax 
rate  for  debt  service  from  $1.23  to  $1.64  per  $100  of  assessed 
valuation,  despite  a  sharp  rise  in  the  tax  base;  and  even  if  new 
borrowing  were  stabilized  at  a  level  of  $400  million  annually, 
total  debt  and  debt  service  would  continue  to  increase  for  an- 
other 14  years.  Table  6  shows  the  trend  of  gross  and  net  funded 
debt  since  1945. 


Table  6 

TREND  OF  GROSS  FUNDED  DEBT.  GROSS  FUNDED  DEBT 
LESS  SINKING   FUNDS.  NONEXEMPT  NET  DEBT. 
AND  DEBT  RATIOS,  JUNE  30.  1945-59 


(000) 

Gross  Less 

Nonexempt 

Gross  Funded 

Sinking 

Sinking 

Net 

Year 

Debt 

Funds 

Funds 

Debt 

1945 

$2,942,066 

$656,833 

$2,285,233 

$1,223,636 

1946 

2,895,125 

700,156 

2,194,969 

1,230.361 

1947 

2,856,717 

742,350 

2,114,367 

1,345,425 

1948 

2,892,406 

784,198 

2,108,208 

1.367.775 

1949 

2,956.919 

822,518 

2,134,401 

1,444,465 

1950 

3,139,895 

866,616 

2,273,279 

1.504,111 

1951 

3,240,546 

908,556 

2,331,990 

1,536,054 

1952 

3,352,877 

946,422 

2,406,455 

1,554.268 

1953 

3,412,753 

957,932 

2,454,820 

1,561,707 

1954 

3,488,595 

940,934 

2,547,661 

1,677,267 

1955 

3,585,475 

939,905 

2,645,570 

1,732,629 

1956 

3,706,306 

938,696 

2,767,610 

1,863,202 

1957 

3,769,772 

890,057 

2,879,716 

1,926,730 

1958 

4,033,320 

886,260 

3,147,061 

2,029,363 

1959 

4,136,564 

846,378 

3,290,186 

2,054,708 

Satisfying  New  York  City's  capital  requirements,  therefore, 
is  not  merely  a  matter  of  physical  planning  and  construction 
and  shooting  more  holes  in  the  already  battered  debt  limit.  The 
cost  must  be  kept  in  line  with  the  City's  financial  resources  to 
do  the  job.  This  economic  limitation  is  not  necessarily  the  legal 
limitation  on  debt  that  prevails  at  any  given  time.  Legal  limita- 
tions can  be  changed  when  there  is  adequate  evidence  that  a 
change  is  desirable.  The  real  limitation  is  the  extent  to  which 
the  City  can  draw  safely  on  its  economic  resources  for  this 
purpose. 

Since  there  always  is  likely  to  be  a  considerable  gap  between 
the  manifold  needs  and  desires  for  capital  improvements  and 
the  resources  available  to  finance  them,  the  City  is  under  the 
necessity  of  making  the  most  effective  use  of  these  resources 
that  hard  study,  good  judgment,  skill,  and  foresight  can  pro- 
duce. To  develop  and  maintain  such  a  program,  the  City  needs 
to  hold  much  closer  than  in  the  past  to  four  related  principles. 


REQUIREMENTS  FOR  A  SOUND 
CAPITAL  FINANCING  PROGRAM 

1.  The  City  should  determine,  and  keep  determining,  well  in 
advance,  what  its  real  capital  needs  are,  and  should  base  its 
budgeting  on  these  findings. 

This  means  that  the  City  must  have  a  clear  understanding  of 
what  is  absolutely  necessary  for  its  various  operating  programs 
to  accomplish,  and  what  related  capital  improvements  are  abso- 
lutely necessary  for  such  accomplishment.  It  means,  also,  that 
the  City  must  consider  the  relative  urgency  of  projects,  in  order 
to  get  first  things  first ;  that  it  must  avoid  a  lopsided  apportion- 
ment of  its  resources,  so  that  one  need  will  not  be  shortchanged 
while  another  is  being  met  lavishly;  and  that  it  will  study  the 
alternative  means  for  meeting  a  need  in  order  to  be  able  to 
choose  the  least  costly  method  for  getting  a  satisfactory  result. 

If  the  City  were  doing  this  part  of  the  job  well  it  would  not, 
for  example,  be  spending  millions  of  dollars  in  developing  new 
beaches  and  waterfront  parks  and  at  the  same  time  be  failing 
to  make  the  capital  expenditures  for  water  pollution  control 
that  would  make  the  beaches  usable. 

2.  Second,  there  must  be  a  clear  understanding  that  money 
for  both  operating  purposes  and  the  construction  of  improve- 
ments all  comes  from  the  same  pool  of  revenue  resources.  Bor- 
rowing is  merely  a  deferred  use  of  these  revenues.  Thus  the 
City  can  gauge  what  it  can  afford  to  spend  for  capital  purposes 
only  by  looking  well  ahead  to  the  totality  of  revenues  that  is 
likely  to  be  available,  and  determining  how  much  of  the  total 
should  be  assigned  to  pay  for  operations  and  how  much  should 
be  allocated  to  pay  for  improvements  and  to  pay  off  debt  in- 
curred for  improvements.  This  procedure  is  no  different  from 
that  followed  by  every  thrifty  family  in  deciding  how  to  appor- 
tion its  prospective  income  between  current  living  expenses  and 
a  home  and  furnishings,  and  what  to  pay  for  in  cash  and  what 
on  the  installment  plan. 

Such  unified  planning  of  the  use  of  financial  resources  is 
additionally  necessary  because  expenditures  for  operations, 
maintenance,  and  capital  improvements  interact  on  one  another 
in  ways  that  may  increase  or  decrease  the  over-all  cost  of  gov- 
ernment. A  moderate  but  timely  increase  in  maintenance  for 
example,  might  produce  big  savings  in  capital  construction.  A 
new  project  may  add  to  the  cost  of  operation  and  maintenance; 
but,  on  the  other  hand,  it  may  facilitate  more  economical  and 
efficient  operations.  Some  projects,  while  not  paying  for  them- 
selves directly,  may  do  so  indirectly  by  halting  loss  of  business 
or  stimulating  new  business  that  increases  the  City's  tax  base. 

The  two  foregoing  principles  are  a  part  of  the  framework 
for  well  integrated  planning,  budgeting  and  control  that  is  dis- 
cussed in  another  chapter  of  this  report,  but  they  need  recogni- 
tion here  because  of  their  relation  to  the  successful  management 
of  debt. 


3.  Third,  because  of  the  inevitable  gap  between  needs  and 
the  resources  to  meet  them,  the  City  must  plan  to  get  the  most 
that  it  can  for  its  money.  Once  the  point  is  clear  that  there  are 
economic  limits  to  the  City's  spending  capacity  the  need  for 
discrimination  in  the  use  of  borrowing  power  is  apparent.  Bor- 
rowing has  very  justifiable  uses,  but  it  also  is  a  way  of  getting 
less  for  one's  money.  For  example,  if  a  million  dollar  capital 
improvement  is  paid  for  by  25-year  serial  bonds  bearing  inter- 
est at  4  percent,  the  ultimate  cost  of  the  improvement  is  $1.5 
million. 

The  policy  of  the  City  of  New  York,  except  for  a  few  experi- 
mental interludes,  has  been  to  borrow  for  virtually  everything 
that  the  law  allows,  and  even  to  seek  special  dispensation  from 
time  to  time  to  borrow  for  purposes  that  the  law  ordinarily  does 
not  allow.  Capital  improvements  and  debt  have  been  so  closely 
identified  in  the  City's  traditions  that  the  first  attempt  at  capi- 
tal budgeting  some  fifty  years  was  called  a  "corporate  stock 
budget." 

A  very  considerable  portion  of  the  City's  heavy  interest  costs 
are  created,  and  a  very  considerable  portion  of  its  constitu- 
tional borrowing  power  frittered  away,  by  bond  issues  for 
purposes  that  no  great  city  should  borrow  for— and  for  some 
purposes  that  no  city,  large  or  small,  should  borrow  for. 

This  happens  because  the  City  gets  along  by  improvising  and 
temporizing  instead  of  planning  its  finances  well  ahead.  The 
City  issues  bonds  for  such  clearly  noncapital  and  deficit  financ- 
ing purposes  as  judgments,  claims,  payment  of  certain  con- 
tributions to  pension  funds,  and  even  rapid  transit  operating 
deficits.  It  also  issues  bonds  for  purposes  that  not  even  a  well- 
managed  small  town  would  consider  justifiable  — ordinary  main- 
tenance and  repairs  and  routine  replacements  of  a  constantly 
recurrent  nature,  such  as  repaving  streets,  demolition  of  build- 
ings, and  hundreds  of  lesser  items  that  run  through  the  City's 

When  the  City  sought,  unsuccessfully,  through  constitutional 
amendment  in  1959,  to  earmark  $1  billion  of  borrowing  for 
schools  over  the  next  10  years,*  it  gave  little  evidence  of  bal- 
anced planning  or  apportionment  of  resources.  No  assurance 
was  given  that  this  earmarking  represented  a  fair  share  of  the 
total  capital  financing  that  the  City  could  afford  to  do  over  the 
period,  and  would  not  result  in  the  skimping  of  other  basic 
needs.  Nothing  in  previous  capital  budgets,  in  fact,  had  indi- 
cated clearly  a  need  of  this  magnitude.  All  of  the  emphasis, 
moreover,  was  on  legal  borrowing  capacity;  none  of  it  on  eco- 
nomic borrowing  capacity,  which  is  a  vital  consideration  in 
responsible  financial  planning. 

*This  proposed  constitutional  amendment,  which  was  defeated  at  the 
election  of  November  3,  1959,  would  have  permitted  New  York  City  to 
borrow  up  to  $500  million  for  schools  outside  the  normal  debt  limit.  By 
statute  the  exempt  borrowing  would  have  been  limited  to  $50  million  a 
year,  which  would  have  to  be  matched  dollar  for  dollar  by  borrowing 
within  the  debt  limit. 


capital  budgets.  And  it  issues  bonds  for  purposes  that  would 
be  justifiable  in  a  small  town  or  even  a  moderate-sized  city,  but 
never,  except  under  severely  depressed  economic  conditions,  in 
a  city  the  size  of  New  York. 

Obviously  a  small  city  cannot  pay  cash  for  infrequently 
needed  new  projects  that  are  very  costly  in  relation  to  the  size 
of  the  budget;  but  a  completely  different  situation  exists  in  a 
very  large  city  where  the  same  kinds  of  projects  are  needed 
every  year  and  are  not  costly  in  relation  to  the  size  of  the 
budget.  Under  such  conditions  it  is  thrifty  to  pay  cash,  save 
bond  interest,  and  conserve  borrowing  power  for  major  proj- 
ects that  are  infrequently  recurrent  and  relatively  costly  even 
for  a  large  city.  If  transition  to  this  basis  is  carefully  planned 
for  New  York  City,  present  taxpayers  will  have  no  additional 
burden  and  future  taxpayers  will  pay  for  projects  instead  of 
bond  interest.  Such  money-saving  procedure  cannot  be  hoped 
for,  however,  so  long  as  the  City's  so-called  capital  budgets  are 
not  true  budgets  but  merely  shopping  lists  for  things  to  be 
borrowed  for. 

Scrutiny  of  the  specific  purposes  of  City  bond  issues  shows 
the  prevalence  of  many  items  for  which  no  large  city  should 
incur  funded  debt.  For  example,  the  New  York  Times  reported 
on  January  6,  1960,  that  the  City  would  sell  $22  million  of 
serial  bonds  on  February  4  and  that  "the  money  will  be  used 
to  finance  the  city's  contributions  to  transit  system  pension 
funds,  to  repave  streets  and  to  pay  judgments  and  claims 
against  the  city." 

4.  The  fourth  principle  is  that  of  so  managing  the  City's  debt 
that  the  total  stays  consistently  within  reasonable  bounds,  the 
City's  credit  follows  an  improving  trend,  and  the  City  achieves 
optimum  use  of  its  financial  resources  available  for  the  financ- 
ing of  capital  improvements. 

As  a  corollary  to  the  foregoing  related  principles,  there 
should  be  added  a  requirement  for  the  removal  of  all  legal,  or- 
ganizational and  administrative  obstacles  to  their  effective  use. 
A  specific  program  of  action  for  constructive  debt  management 
is  presented  in  subsequent  sections  of  this  chapter.  Such  limited 
changes  in  the  finance  laws  as  will  be  necessary  or  desirable  are 
indicated.  While  the  program  is  designed  to  bring  progressively 
increasing  financial  benefits,  there  will  be  needed  for  realiza- 
tion of  its  full  potential  a  drastic  revamping  of  the  City's  or- 
ganization for  fiscal  management  to  permit  well  integrated 
financial  planning  and  budgeting. 

Since  the  proposed  program  has  the  City's  present  debt  struc- 
ture as  its  point  of  departure,  some  identification  of  the  struc- 
ture is  in  order. 

THE  CITY'S  FUNDED  DEBT  STRUCTURE 

The  City  of  New  York  had  outstanding  at  June  30,  1959,  a 
gross  funded  debt  of  $4,136,564,304.  A  brief  look  at  a  half- 
dozen  of  its  main  features  will  help  to  clarify  the  Commission's 


proposals  for  improving  debt  management. 
The  Debt  By  Purpose  and  Type 

Of  the  City's  funded  debt  of  $4.1  billion,  some  64  percent  has 
been  issued  for  revenue  producing  projects,  32  percent  for 
general  city  purposes,  and  slightly  less  than  4  percent  for 
assessable  improvements.  Of  the  debt  for  revenue-producing 
projects,  about  60  percent  represents  rapid  transit  debt  and 
28  percent,  water  debt.  The  remaining  12  percent  is  spread 
over  docks  and  piers,  sewage  treatment  plants,  markets,  ferries, 
airports  and  off-street  parking  and  parking  meters.  These  and 
other  features  of  the  debt  are  given  in  Table  7. 

This  official  classification  as  to  purpose  fails  to  disclose  the 
amount  of  debt  within  each  major  group  that  was  incurred  for 
maintenance,  replacements,  and  noncapital  items;  but  during 
the  last  three  years  alone  the  City  has  diverted  over  $100  mil- 
lion of  its  borrowing  capacity  to  finance  judgments,  claims, 
certain  payments  due  pension  funds,  repaving  of  streets,  and 
other  items  that  should  be  included  in  the  expense  budgets. 

Table  7 


GROSS  BON 

D ED  DEBT 

AND  GROSS  LESS  SI 

NKING 

FUNDS 

BV 

PURPOSE 

AND  TYPE 

,  JUNE  30, 

1959 

Corporate 

Gross 

Sinking 

Gross  Less 

Purpose 

Stock 

Serial 

Oebt 

Funds 

Sinking  Funds 

General 

$  178.0 

$1,171.9 

$l,349.9(a) 

$145.6 

$1,204.3 

Water 

361.8 

387.5 

749.3 

211.1 

538.2 

Rapid  Transit 

1,104.7 

474.0 

1,578.7 

434.2 

1,144.5 

Docks  &  Piers 

118.7 

30.9 

149.6 

59.9 

89.7 

Sewage  Treatment 

114.8 

114.8 

114.8 

Housing 

25.9 

25.9 

25.9 

Slum  Clearance 

19.5 

19.5 

19.5 

Assessable 

Improvements 

148.9 

148.9 

148.9 

$1,763.2 

$2,373.4 

$4,136.6 

$850.8 

$3,285.8 

(a)-lncludes  public  enterprise  debt  as  follows  (in  millions  of  dollars):  airports,  $32.8;  ferries,  $15.2; 
markets,  $17.1;  off-street  parking,  $5.1;  parking  meters,  $0.9;  total,  $71.1. 
Source:  Compiled  from  statements  in  Annual  Report  of  City  Comptroller  for  1958-59. 

The  total  funded  debt  comprises  $2.3  billion  of  serial  bonds, 
which  mature  in  annual  installments,  and  $1.8  billion  of  sink- 
ing fund  bonds,  called  corporate  stock,  which  mature  at  the 
expiration  of  their  terms.  For  payment  of  the  latter  the  City 
accumulates  sinking  funds,  which  at  June  30,  1959,  totalled 
$850.8  million,  leaving  a  net  bonded  debt  (gross  less  sinking 
funds)  of  $3.3  billion. 

Relation  to  Debt  Limit 

The  existence  of  a  constitutional  limitation  on  the  amount 
of  debt  that  the  City  may  incur  creates  still  another  classifica- 
tion-exempt debt  and  nonexempt  debt-as  not  all  debt  is 
subject  to  the  limitation.  Thus,  as  compared  with  a  gross  bonded 
debt  of  $4.1  billion  and  a  net  bonded  debt  (gross  less  sinking 


funds)  of  $3.3  billion  at  June  30,  1959,  the  nonexempt  net 
debt,  that  is,  the  amount  of  debt  after  allowance  for  sinking 
funds  that  is  subject  to  the  debt  limit,  was  only  $2.1  billion.  The 
year-end  relationship  of  these  three  figures  since  1945  is  shown 
in  Table  6. 

Essentially,  the  debt  limit  is  a  revolving  limit  that  is  replen- 
ished as  debt  subject  to  it  is  amortized  or  retired.  The  basic 
limitation  is  10  percent  of  the  full  value  of  taxable  property 
averaged  for  the  last  five  years,  plus  an  additional  2  percent  of 
the  assessed  value  of  taxable  property  averaged  for  the  last 
five  years  for  housing,  provided  this  debt  is  serviced  from 
taxes  other  than  real  estate  taxes. 

In  its  actual  operation,  the  debt  limit  is  far  more  complex 
and  far  less  restrictive  than  is  indicated  by  this  formula,  be- 
cause of  the  exemption,  or  potential  exemption,  from  it  of 
various  kinds  of  debt.  The  limit  applies  to  net  debt,  after  deduc- 
tion of  sinking  funds.  All  water  debt  is  exempt  and  the  debts 
of  revenue-producing  undertakings  may  be  partially  or  fully 
exempt,  depending  on  the  extent  to  which  such  projects  are 
self-supporting  and  have  their  revenues  applied  to  debt  service. 
Debt  incurred  for  new  projects  may  be  exempt  on  the  basis  of 
their  estimated  earnings.  Additionally,  in  the  past,  certain  debt 
has  been  exempt  by  determination  of  the  Courts,  and  from  time 
to  time  issuance  of  large  amounts  of  exempt  bonds  have  been 
authorized  by  constitutional  amendment.  Court  decisions  re- 
specting other  inclusions  and  exclusions  have  complicated 
further  the  computation  of  the  City's  legal  borrowing  power. 

Under  the  prevailing  constitutional  restrictions,  the  status 
of  general  and  housing  debt  incurring  power  and  the  unused 
margins  at  June  30,  1959,  were  as  follows,  according  to  the 
Annual  Report  of  the  City  Comptroller: 

General  Housing 
Debt  incurring  power      $2,516,802,715  $441,353,076 
Unused  margin  462,094,289  196,007,252 

Including  the  margin  for  low-rent  housing,  which  covers 
"recreational  and  other  facilities  incidental  or  appurtenant 
thereto",  the  total  unused  margin  at  June  30,  1959,  was  $658 
million,  part  of  which  was  reserved  for  authorized  and  un- 
authorized projects.  New  margin  will  be  created  from  year 
to  year,  however,  in  amounts  equal  to  the  amortization  and 
retirement  of  nonexempt  debt  and,  also,  by  any  increase  in  the 
five-year  moving  averages  of  taxable  valuations  on  which  the 
limits  are  based.  According  to  estimates  by  the  City  Comptrol- 
ler, the  net  expansion  of  the  general  debt  incurring  margin 
will  average  $304  million  annually  in  the  six  years  1960-65.* 

As  has  been  indicated,  moreover,  the  City  has  a  very  con- 
siderable range  for  capital  borrowing  outside  these  debt  limits. 

'Report  of  New  York  City  Comptroller  to  Board  of  Estimate,  City  Coun- 
cil, City  Planning  Commission,  and  Director  of  the  Budget,  August  15, 


It  can  borrow  for  water  purposes  without  legal  limitation  and 
has  wide  flexibility  for  full  or  partial  exemption  of  present  or 
new  debt  incurred  for  any  kind  of  revenue-producing  under- 
taking. It  could,  for  example,  by  increasing  service  charges 
for  sewage  treatment,  obtain  exemption  for  all  present  and 
still  needed  borrowing  for  sewage  treatment  facilities. 

Does  the  City  Need  More  Borrowing  Power? 

If  the  City  of  New  York  continues  its  policy  of  squandering 
its  borrowing  power  for  purposes  for  which  no  large  city  should 
borrow,  it  will  tend  to  keep  exhausting  its  present  debt  limit 
without  satisfying  all  of  its  basic  capital  requirements.  Since 
the  City's  tax-supported  debt  load,  as  has  been  shown,  is  al- 
ready materially  higher  than  those  of  the  nation's  other  metro- 
politan centers  of  over  1,000,000  population,  the  situation  is 
potentially  hazardous. 

Under  the  debt  management  policies  proposed  by  the  Com- 
mission, however,  no  change  will  be  needed  in  the  debt  limit 
formulas  outlined  above  becau.se  borrowing  power  will  be  used 
exclusively  for  the  major  types  of  projects  that  it  is  appropriate 
to  borrow  for.  Under  the  proposed  policies,  in  fact,  sound 
capital  budgeting  can  be  developed  without  special  concern 
for  these  formulas.  What  will  tend  to  handicap  development 
of  an  adequate  program,  however,  will  be  continuance  in  the 
State  constitution  of  the  provision  (Section  VIII,  Article  11) 
that  creates  "phantom  debt",  i.e.,  a  continuing  charge  of  the 
cost  of  a  project  against  the  debt  limit  after  it  has  been 
paid  for. 

Among  the  local  governments  of  the  State,  only  New  York 
City,  when  it  finances  all  or  part  of  a  capital  improvement  by 
cash  or  short-term  notes  outside  of  the  constitutional  tax  rate 
limit  for  operating  purposes,  is  required  to  charge  the  cost 
of  the  project  against  the  debt  limit  as  though  bonds  had  been 
issued  for  the  full  period  of  usefulness  of  the  project.  This  is 
a  device  that  restricts  intelligent  financial  planning  and  dis- 
courages thrifty  efforts  to  save  bond  interest.  The  Commission 
favors  its  repeal. 

Since  there  is  no  financial  urgency  for  revamping  the  so- 
called  10  percent  debt  limit  if  sound  borrowing  policies  are 
followed,  the  Commission  is  less  concerned  with  reviewing 
alternative  debt  limit  formulas  than  it  is  with  the  means  of 
advancing  the  quality  of  the  City's  debt  management  to  the 
point  at  which  it  justifies  more  fiscal  autonomy. 

Sources  of  Debt  Service  Revenue 

To  a  far  greater  extent  than  do  the  other  United  States  cities 
of  over  1,000,000  population,  the  City  of  New  York  depends 
on  the  property  tax  for  servicing  its  debt.  Unlike  the  other 
cities,  it  services  its  water  debt  from  property  taxes,  using  the 
net  revenues  of  the  system  for  general  purposes.  Most  of  the 


City's  debt,  in  fact,  including  rapid  transit  debt  and  some  of 
its  other  enterprise  debt,  is  serviced  from  this  source.  The 
City  indicated,  when  offering  bonds  at  public  sale  on  October 
15,  1959,  that  $163  million  of  its  enterprise  debt  was  being 
paid  from  service  charges.  This  included  the  small  debts  for 
markets,  off-street  parking  and  parking  meters,  a  large  part 
of  the  debt  for  docks  and  piers,  and  about  two-fifths  of  the 
debt  for  water  pollution  control. 

There  is  more  diversity  than  the  City's  policy  indicates,  how- 
ever, in  the  financing  of  debt  incurred  for  local  public  facilities. 
The  City's  agency,  the  Triborough  Bridge  and  Tunnel  Author- 
ity, had  $186.7  million  of  bonds  and  $50  million  of  notes  out- 
standing on  January  1,  1959,  supported  entirely  by  service 
charges.  The  Port  of  New  York  Authority,  while  not  a  City 
agency,  had  up  to  December  31,  1958,  invested  $226  million  in 
air  terminals,  $34  million  in  bus  and  truck  terminals,  $53  mil- 
lion in  marine  terminals,  and  large  amounts  in  bridge  and 
tunnel  approaches  in  the  City  of  New  York,  all  financed  by 
revenue  bonds.  The  debt  of  the  New  York  City  Housing  Author- 
ity at  July  1,  1959,  included  $957.3  million  of  bonds  and  $305.8 
million  of  temporary  loan  notes.  Some  $340  million  of  this 
debt  is  guaranteed  by  the  City  of  New  York,  but  this  does 
not  require  a  large  amount  of  tax  support.  Thus  it  has  taken 
much  more  than  New  York  City's  own  huge  debt  to  finance  the 
City's  public  improvements,  and,  on  an  over-all  basis,  property 
taxes  for  debt  support  are  supplemented  by  substantial  charges 
for  use  of  facilities. 

Debt  Service  Requirements 

The  annual  cost  of  serving  New  York  City's  funded  debt  has 
been  accelerating  rapidly.  As  Chart  10  shows,  debt  service  was 
$373  million  in  1958-59  compared  with  $172  million  in  1948- 
49,  a  ten-year  increase  of  117  percent.  In  1959-60,  according 
to  the  Report  of  the  City  Comptroller,  the  total  rises  to  $400 
million.  Over  18  percent  of  the  budget  goes  for  this  purpose, 
a  much  higher  ratio  than  in  most  large  cities. 

The  portion  of  annual  debt  service  required  for  repayment 
of  principal  has  been  rising  much  more  rapidly  than  the  por- 
tion required  for  interest.  Chart  10  indicates  that  in  the  ten 
years  through  1958-59,  the  principal  requirement  rose  from 
$69  million  to  $241  million  while  the  interest  requirement  rose 
from  $103  million  to  $132  million. 

These  diverse  trends  in  principal  and  interest  requirements 
reflect  a  basic  change  in  debt  management  policy  that  initially 
was  very  constructive  but  more  recently  has  been  carried  too 
far  and  needs  to  be  controlled  in  the  interest  of  sounder  finan- 
cial planning.  Prior  to  the  initiation  of  constitutional  and  char- 
ter restrictions  and  better  fiscal  management  in  the  1930's,  the 
City  of  New  York  for  more  than  a  generation  had  been  issuing 
50-year  term  bonds  for  virtually  all  purposes,  including  re- 


Chart  10 

TREND  IN  DEBT  SERVICE- 
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FISCAL  YEARS,  1949-1959 
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Source:  Annual  reports  from  the  Comptroller  ol  the  City  of  New  York. 


pairing  streets,  painting  subways  and  even  financing  operating 
deficits.  In  some  years,  the  provision  for  debt  retirement  did 
not  exceed  1.6  percent  of  the  debt  outstanding.  By  1950  the 
annual  rate  of  retirement  had  risen  to  3  percent,  still  below 
normal  because  of  the  retarding  effect  of  former  policies.  In 
more  recent  years,  however,  the  annual  rate  of  retirement  has 
been  stepped  up  to  a  level  of  nearly  7  percent. 

Two  policies,  in  particular,  account  for  this.  One  is  the 
large  amount  of  relatively  short-term  funded  borrowing  for 
maintenance  and  various  operating  expense  purposes  that  be- 
long more  properly  in  the  City's  expense  budgets.  The  other 


is  the  means  that  the  City  has  devised  for  by-passing  completely 
the  requirements  of  the  local  finance  law  to  pay  from  current 
revenues  a  progressively  increasing  percentage  of  the  cost  of 
specified  classes  of  improvements.  The  City  obtained  permis- 
sion from  the  State  legislature  to  waive  the  down-payment  re- 
quirement in  exchange  for  issuing  bonds  to  mature  in  one-half 
the  statutory  period  of  usefulness  prescribed  for  the  project 
being  financed.  In  using  this  provision  extensively,  the  City 
not  only  has  freed  itself  from  down  payments  but,  by  speed- 
ing up  retirement  of  debt,  has  caused  its  borrowing  power  to 
revolve  more  rapidly.  There  are,  however,  less  burdensome 
and  more  equitable  ways  of  financing  an  adequate  capital 
program. 

SIGNIFICANCE  OF  RECENT  AND  PRESENT 
DEBT  TRENDS  AND  BORROWING  POLICIES 
The  Commission  is  concerned,  in  view  of  the  trends  of  the 
last  ten  years,  as  to  the  probable  impact  on  future  debt  and 
debt  service  of  the  policies  being  followed  today. 

1.  The  use  of  borrowing  year  after  year  to  finance  routine 
maintenance,  replacements,  equipment,  and  miscellaneous 
operating  expenses  is  an  expensive  process.  The  interest  pay- 
ments by  the  City  substantially  increase  the  cost  of  these  re- 
current expenditures,  and  borrowing  for  them  depletes  bor- 
rowing power  for  major  capital  needs. 

Long-term  borrowing  for  major  capital  improvements  hav- 
ing substantial  periods  of  usefulness  is  entirely  justifiable  on 
the  grounds  that  future  users  should  share  in  the  cost.  A  city 
the  size  of  New  York,  however,  has  an  annually  recurrent 
need  for  some  types  of  improvements  that  are  as  routine  as  the 
operating  requirements  of  the  expense  budgets.  There  is  much 
less  justification  for  the  endless  repetition  of  borrowing  for 
such  improvements,  and  much  to  be  gained  in  interest  savings 
if  plans  can  be  made  to  pay  for  them  year  after  year  by  direct 
appropriation.  This  point  has  been  emphasized  in  the  earlier 
discussion  of  the  requirements  for  a  sound  capital  financing 
program. 

2.  There  appears  to  be  a  tendency  on  the  part  of  City  officials 
to  ignore  economic  resources  and  ability  to  pay  as  the  determi- 
nants of  borrowing  capacity  and  to  consider  borrowing  power 
as  a  potential  source  of  income  that  is  limited  only  by  legal 
barriers.  There  is  little  evidence  of  any  systematic  effort  by 
the  City  to  appraise  its  ability  to  pay  for  debt  service  and  to 
plan  the  satisfaction  of  its  capital  needs  accordingly. 

3.  The  City's  borrowing  policies  and  plans,  although  tem- 
pered somewhat  by  the  recent  failure  to  obtain  an  expansion 
of  the  debt  limit,  threaten  to  raise  property  tax  rates  to  a  level 
which,  in  conjunction  with  other  local  taxes,  will  weaken  the 
City's  competitive  economic  position  and  increase  the  danger 
of  a  flight  of  property  owners  from  the  City. 


Property  taxes  for  operating  purposes  are  limited  by  the 
State  constitution  to  2V2  percent  of  a  five-year  moving  average 
of  the  full  value  of  taxable  property.  In  addition,  the  City 
may  tax  property  to  the  extent  required  to  meet  annual  debt 
service  and  assessable  improvements.  Since  the  City  tends  to 
use  all  or  most  of  the  taxing  power  authorized  for  operating 
purposes,  the  operating  tax  rate  is  not  likely  to  change  much 
unless  there  should  be  major  changes  in  equalization  rates  or 
an  increase  in  the  rate  limit.  Since  the  tax  rate  for  debt  service 
is  unlimited,  the  level  of  debt  service  will  tend  to  set  the  level 
of  the  total  rate.  As  noted  earlier,  the  debt  service  rate  has 
increased  from  $1.23  per  $100  to  $1.64  per  $100  in  the  past  ten 
years,  despite  a  sharp  increase  in  the  tax  base.  (See  Chart  11.) 


Chart  11 

TREND  OF  PROPERTY  TAX  RATES 
NEW  YORK  CITY 

FISCAL  YEARS,  1950-1960 
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Sources:  Reports  o/  the  Committee  on  Finance  of  the  Council  o/  New  York  to  said 
Council  with  respect  to  the  budget  tax  leiy  and  tax  rates. 


New  York  City's  tax  rate  in  1958-59,  as  shown  in  Table  8, 
was  substantially  higher  than  the  over-all  tax  rates  of  the 
other  major  cities  in  the  State.  As  the  rates  are  based  on  the 
full  valuations  of  taxable  property  they  are  reasonably  com- 
parable. It  will  be  noted  that  the  Borough  of  Manhattan  carries 
an  additional  burden  because  of  inequitable  assessment  among 
the  five  boroughs. 

Table  8 

TAX  RATES  ON  FULL  VALUATIONS  FOR 
MAJOR  NEW  YORK  STATE  CITIES 


Cities 

(Over  $400  million  full  value) 


1958-59  Combined  City,  County. 
School  Tax  per  $100  Full  Value 


Albany  $3.22 

Buffalo  341 

Niagara  Falls  3.32 

Rochester  3.09 

Syracuse  3.45 

Yonkers  3.27 

New  York  City  (weighted  average  3.79 
5  Boroughs) 

Manhattan  4.17 

Bronx  3.66 

Brooklyn  3  76 

Queens  3.22 

Richmond  2.71 

Source:  New  York  State  Taxpayer,  June,  1959. 

In  the  light  of  these  implications,  the  Commission  has  sought 
to  determine  what  policies  and  criteria  can  best  provide  a 
framework  for  the  future  incurrence  of  debt  by  the  City  of 
New  York,  and  to  present  a  specific  long-range  plan  to  guide 
the  City  in  its  future  borrowings. 

A  LONG-RANGE  FINANCIAL  PLAN 
In  proposing  this  long-range  debt  management  plan  for  the 
successful  and  economical  financing  of  New  York  City's  needs, 
the  Commission  is  not  offering  just  hopeful  observations  about 
what  might  be  undertaken  sometime  in  the  future.  It  is  talk- 
ing about  a  plan  that  should  begin  operating  now,  become 
rapidly  a  part  of  the  City's  thinking  and  ways  of  doing  things, 
and  build  up  over  the  years  with  steadily  accumulating  finan- 
cial and  economic  advantages  to  the  City  and  its  people. 

The  financial  program  which  the  Commission  urges  the 
City  to  adopt  is  designed  to  accomplish  the  following  purposes : 

1.  Stabilize  the  rate  on  taxes  levied  for  capital  purposes,  in- 
cluding debt  service  and  direct  payment  of  capital  and  other 
bondable  expenditures. 

2.  Stop  the  constantly  growing  debt  burden;  stabilize  and 
eventually  reduce  the  City's  total  outstanding  indebtedness. 

3.  Improve  the  City's  credit  by  providing  for  a  lower  debt 


burden  and  permit  borrowing  at  the  best  possible  rates. 

4.  Decrease  the  unproductive  interest  burden  by  permitting 
financing  of  a  progressively  larger  percentage  of  all  capital 
and  other  bondable  improvements  without  recourse  to  borrow- 
ing. Ultimately,  debt  should  be  reserved  for  very  large  and 
unusual  projects  and  for  serious  emergencies. 

5.  Meet  the  real  capital  needs  of  the  City  in  the  order  of 
their  priority,  and  with  effective  use  of  all  of  that  portion  of 
the  City's  resources  that  can  be  made  available  for  this  purpose. 

What  the  Commission  is  saying,  in  effect,  is  that  through  a 
systematic  financial  plan,  the  details  of  which  follow,  the  City 
can  meet  its  capital  facility  requirements  in  a  more  orderly 
and  adequate  manner  than  in  the  past,  do  this  while  halting 
the  rise  in  tax  rates  for  capital  purposes  and  reducing  the 
amount  of  borrowing,  and  over  a  30-year  period  spend  sub- 
stantially less  for  bond  interest  than  under  a  continuation  of 
present  policies. 

Specific  Elements  of  the  Plan 

The  elements  of  the  proposed  plan  are  outlined  here  and 
shown  graphically  in  Charts  12  and  13.  The  detailed  mechanics 
and  specifics  of  the  plan  are  in  the  working  papers  of  the  Com- 
mission and  will  be  made  available  to  the  appropriate  City  and 
State  officials  to  help  them  further  analyze  the  plan  and  put 
it  into  effect. 

The  plan  calls  for  taking  these  steps: 

1.  Establish  an  expenditure  program  for  capital  and  other 
bondable  requirements  that  begins  at  a  $350  million  a  year 
level  and  increases  (if  necessary)  after  1968  by  some  $10  mil- 
lion a  year  cumulatively. 

The  $350  million  a  year  target  is  some  $40  million  above  the 
level  of  capital  and  other  bondable  expenditures  foreseen  by 
the  Comptroller's  office  after  1962  but  some  $30  million  less 
than  would  be  required  for  the  present  program  of  the  City 
Planning  Commission.  In  the  event  that  the  critical  capital 
needs  of  the  City  become  so  numerous  and  urgent  that  $350 
million  of  capital  and  other  bondable  expenditures  will  be 
clearly  inadequate,  and  a  tax  increase  is  justified,  the  debt  plan 
should  be  revised  upward.  It  is  recommended,  however,  that 
any  such  additional  expenditures  be  financed  fully  by  a  tax 
increase,  and  not  by  borrowing,  in  order  that  the  benefits  of 
the  plan  are  not  dissipated.*  (See  Appendix  B) 

2.  Provide  that  a  part  of  capital  and  other  bondable  ex- 
penditures be  financed  with  current  tax  revenue.  The  plan  con- 
templates that  $76  million  of  the  program  should  be  financed 
the  first  year  through  current  revenue  obtained  from  taxes, 

•The  point  should  be  emphasized  that  the  expenditure  level  under  con- 
sideration is  that  designed  for  financing  by  property  taxes.  As  has  been 
noted  earlier,  there  may  be  a  very  considerable  latitude  for  enlaiging 
the  over-all  capital  program  by  using  service-charge  types  of  revenue  to 
finance  all  or  portions  of  the  cost  of  revenue  producing  projects. 


Chart  12 

CAPITAL  AND  OTHER  BONDABLE  EXPENDITURES  -  BY  SOURCE  OF  FINANCING 
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that  the  current  revenue  contribution  to  the  program  be  in- 
creased to  $135  million  by  1968  and  then  further  increased 
in  the  future.  This  revenue  can  be  obtained  by  taxes  levied 
outside  the  tax  limit  in  accordance  with  law  and  cannot  be 
used  for  operating  purposes.  These  expenditures  will  be  offset 
by  reducing  debt  service  as  shown  in  paragraph  4  below  Thus 
total  taxes  will  not  be  increased.  Debt  service  on  present  bonds 
decreases  very  rapidly  and  therefore  this  "offset"  needs  to  be 
undertaken  only  during  the  next  five  years. 


3.  Establish  a  tax  rate  to  finance  debt  service  plus  those 
bondable  expenditures  to  be  paid  for  without  borrowing 
that  is  stabilized  at  $1.80  per  hundred  of  assessed  valuation. 
(That  is  the  tax  rate  that  the  Commission  estimates  would  be 
required  to  pay  the  City's  debt  service  as  presently  planned 
by  1961).  The  Commission  projects  conservatively  that  the 
assessed  valuation  of  the  City  should  increase  2.1  percent  in 
1961  and  thereafter  increase  more  slowly  each  year  until  the 
rate  of  increase  is  about  1%  in  1990.  Under  such  an  assump- 
tion, the  tax  rate  to  pay  for  capital  and  other  bondable  expendi- 


Chart  13 


ESTIMATED  REVENUES  FROM  $1.80  PROPERTY  TAX  RATE  -  BY  USE 
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tures  financed  from  current  revenue  and  for  debt  service 
would  not  exceed  $1.80  in  the  future. 

4.  Extend  some  bonds  held  by  the  City  sinking  funds  and 
pension  funds  that  mature  during  the  next  five  years  to  the 
life  of  the  projects  for  which  such  bonds  were  originally 
issued.  This  is  necessary  to  permit  the  payment  from  current 
taxes  for  capital  and  other  bondable  expenditures  to  be  made 
and  still  maintain  the  stabilized  tax  rate  contemplated.  No 
bonds  in  the  hands  of  the  public  will  be  disturbed.  The  proposed 
extension  of  some  early  maturities,  strictly  a  nonrecurrent 


operation,  is  required  to  put  the  plan  into  effect.  It  is  justified 
because  the  City  has  issued  these  bonds  for  periods  much 
shorter  than  the  legal  life  of  the  projects  financed. 

5.  Issue  approximately  $250  million  of  new  debt  per  year 
to  finance  the  balance  of  the  capital  program  and  plan  the 
maturities  of  such  debt  so  that  current  revenue  can  take  care 
of  an  increasing  amount  of  capital  expenditures  annually.  New 
debt  can  be  retired  over  an  average  period  of  12%  years,  and 
still  permit  a  "stabilized  tax  rate"  for  debt  service  and  capital 
expenditures  combined. 


Chart  14 

COMPARISON  OF  INTEREST  ON  FUNDED  DEBT 
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NOTES:  Z955-59  Actual  interest  of  funded  debt. 

I960  -  Interest  as  estimated  in  New  York  City  Controller's  fiscal  year  J959  Annual  Report. 

Interest  -  liondable  expenditures  financed  by  debt  assumes  present  maturity  Patterns,  average 

interest  rates  of  1.75%.  and  the  same  level  of  capital  expenditures  as  assumed  in  th,   debt  management  plan. 

What  the  Plan  Can  Accomplish 

By  taking  these  steps  and  adhering  to  the  plan  in  the  future, 
the  City  can  achieve  the  aforementioned  objectives.  Specifically, 
the  major  results  would  be  these : 

1.  A  projected  possible  savings  in  net  interest  costs  of  up 
to  $190  million  within  20  years  and  $750  million  within  30 
years.*  Chart  14  shows  graphically  the  effect  of  the  plan. 

2.  A  halt  in  the  constant  tax  rate  increases  to  pay  debt 
service. 


19891990 

-H 


This  saving  is  computed  by  comparing  the  total  interest  costs  of  the 
proposed  program  against  the  interest  costs  that  would  occur  if  the  same 
amount  of  capital  expenditure  was  financed  entirely  through  debt  of  the 
relatively  shorter  term  now  being  used  by  the  City. 


3.  A  trend  toward  reducing  the  City's  total  outstanding  debt 
-thus  paving  the  way  for  a  lower  burden  on  the  taxpayers 
and  improved  credit.  Total  debt  outstanding  will,  in  30  years, 
decrease  by  $1  billion  under  the  plan  proposed.  In  contrast, 
total  debt  would  increase  by  $1  billion  over  today's  level  if 
the  same  level  of  expenditures  were  financed  entirely  by  debt 
in  accordance  with  today's  practices.  See  Chart  15. 

4.  A  program  within  which  the  City  can  plan  its  debt  crea- 
tion and  retirement  in  accordance  with  needs  balanced  with 
the  taxpayers'  ability  to  pay. 

The  proposed  debt  plan  thus  clearly  indicates  the  financial 
advantages  to  New  York  City  of  long-term  planning  and  man- 
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NOTES:  /OS 5-60  Actual  funded  debt  at  beginning  o/  fiscal  year. 

Total  Debt  -  Bvndable  expenditures  financed  by  debt  assumes  present  maturity  patterns,  average  interest  rates  of 
3.75%,  and  the  same  level  of  capital  expenditures  as  assumed  in  thi-  debt  management  plan. 


agement  of  borrowing  and  debt. 

Other  advantages  to  be  offered  by  this  plan  include : 

1  A  better  credit  rating  for  the  City.  As  the  total  debt  is 
reduced  and  as  the  City  pays  from  current  revenues  an  increas- 
ingly high  percentage  of  its  capital  and  other  bondable  ex- 
penses,  the  bonds  it  does  issue  will  be  regarded  with  a  greater 
degree  of  confidence  by  the  financial  community.  To  the  extent 
that  such  confidence  results  in  an  improved  interest  rate,  addi- 
tional savings  will  be  generated. 

2  Reduction  or  elimination  of  the  need  to  use  the  sinking 
and  pension  funds  to  purchase  the  major  portion  of  the  City's 
long-term  indebtedness.  This  will  enable  the  City  to  invest 


sinking  and  pension  funds  in  higher  yielding  securities  and 
thus  relieve  to  some  extent  the  pressures  on  the  expense  budget. 
Legal  Changes  Needed  to  Implement  the  Plan 

The  following  changes  should  be  made  in  the  Local  Finance 
Law  to  permit  implementation  of  the  proposed  debt  manage- 
ment plan.  ., 

1  Section  90,  paragraph  a,  should  be  amended  to  permit 
New  York  Citv  to  refund  bonds  for  the  full  period  of  probable 
usefulness  of  the  underlying  assets,  despite  the  fact  that  the 
bonds  were  originally  issued  for  one  half  the  useful  life  of 
the  underlying  assets  in  order  to  avoid  the  required  down  pay- 
ment. 


2.  Section  90,  paragraph  c,  should  be  amended  to  permit  the 
City  to  refund  a  limited  amount  of  bonds  during  the  first  five 
years  subsequent  to  their  issuance. 

3.  Section  107  should  be  revised  to  eliminate  the  down  pay- 
ment provision  for  New  York  City.  This  will  eliminate  a  de- 
vice that  has  already  been  by-passed  in  practice;  permit  the 
City  to  issue  bonds  for  the  full  statutory  periods  of  usefulness 
of  the  projects  to  be  financed,  instead  of  for  half  the  useful 
lives  in  order  to  avoid  down  payments;  and  give  the  City  more 
leeway  in  financial  planning  by  removing  a  rigid  formula. 

In  addition  to  the  above  changes,  Section  11  of  Article  VIII 
of  the  State  Constitution  should  be  revised  to  eliminate  the 
"phantom  debt"  provision  now  applicable  to  New  York  City 
alone.  Phantom  debt  is  created  when  the  cost  of  a  capital 
improvement  paid  for  by  current  revenues  or  short-term  notes 
is  required  to  be  charged  against  the  debt  limit  as  though  bonds 
had  been  issued  over  the  full  period  of  probable  usefulness  of 
the  project.  Such  a  requirement  is  a  deterrent  to  financing 
bondable  expenditures  from  current  revenues. 

In  Appendix  C,  drafts  of  the  proposed  legislative  and  con- 
stitutional changes  can  be  found. 

Additional  Safeguards  Required 

The  Commission  believes  that  if  the  plan  is  initiated,  safe- 
guards are  required  to  insure  that  the  City  continues  to  pay  for 
a  substantial  portion  of  its  capital  and  other  bondable  ex- 
penditures by  means  of  a  current  tax  levy,  and  that  the  City 
maintains  a  tax  rate  that  is  reasonable  and  not  excessive  to  pay 
for  required  capital  expenditures  and  to  service  the  City's  debt. 
These  safeguards  are  as  follows : 

1.  All  refunding  bonds  should  include  a  provision  requiring 
the  City  to  finance  a  specified  amount  of  capital  and  other 
bondable  expenditures  from  tax  revenues  outside  the  tax  limit 
which  are  now  devoted  entirely  to  debt  service.  The  specified 
amount  of  bondable  and  other  expenditures  so  financed  should 
be  increased  in  future  years  in  a  manner  consistent  with  the 
long-range  financial  plan  as  proposed  in  this  study. 

2.  The  City  should  be  required  by  the  terms  of  the  refund- 
ing bonds  to  publish  annually  its  long-range  financial  plans 
for  the  following  ten  years.  Included  in  these  published  plans 
should  be  the  amount  of  capital  expenditures,  assessable  im- 
provements, and  bondable  operating  expenses  to  be  financed 
over  the  next  ten  years.  The  amount  of  borrowing  to  finance 
the  above  expenditures  should  be  indicated  as  well  as  predica- 
tions of  debt  service,  total  debt,  and  property  tax  level. 

The  Commission  is  aware  that  the  removal  of  the  phantom 
debt  requirement  could,  after  several  years,  provide  a  way  to 
circumvent  the  combined  restrictions  of  the  present  tax  and 
debt  limits.  However,  if  the  City  adopts  a  program  of  the  type 
recommended  and  successfully  carries  it  out,  it  will  have  dem- 


onstrated a  financial  maturity  that  justifies  the  gradual  reduc- 
tion of  restrictions  on  its  fiscal  autonomy. 

SUMMARY  OF  SAVINGS  FROM  PROPOSED 
CHANGES  IN  CASH,  INVESTMENT  AND 
DEBT  MANAGEMENT 

All  estimates  of  savings  are  on  the  conservative  side.  The 
estimated  savings  through  improved  cash  management  assume 
that  the  City's  operating  budget  does  not  increase  beyond  its 
present  level.  To  the  extent  that  there  are  future  increases, 
savings  can  be  greater  than  our  estimates. 

Sinking  fund  savings  estimates  are  based  only  on  the  sinking 
fund  requirements  for  the  presently  outstanding  term  debt.  If 
the  City  issues  new  sinking  fund  bonds  in  the  years  ahead,  the 
potential  savings  will  be  correspondingly  larger.  Estimates 
assume  a  minimum  improvement  of  .7  percent  and  a  maximum 
of  .9  percent. 

Pension  fund  savings  estimates  permit  the  City  10  years  to 
reorganize  the  portfolios  so  that  the  market  for  the  City's 
bonds  is  not  adversely  affected.  Savings  estimates  after  this 
10-year  period  are  based  on  an  average  improvement  in  in- 
terest earnings  of  between  .7  percent  and  .9  percent,  although 
our  studies  showed  the  possibility  of  a  1.1  percent  improve- 
ment last  year.  The  estimates  are  based  on  the  City's  projection 
of  the  growth  of  the  total  assets  of  the  pension  fund  during  the 
next  ten  years  to  $5.4  billion.  In  order  to  be  conservative,  the 
estimates  assume  that  the  growth  in  the  second  ten  years 

Table  9 


TOTAL  ESTIMATED  SAVINGS 
30-Year  Period  ($1,000,000) 


1st 

1st 

1st 

1st 

Improved  Cash  Management 

1st  yr. 

2nd  yr. 

5  yrs. 

10  yrs. 

20  yrs. 

30  yrs. 

Minimum 

$  3.0 

$  3.0 

$  15 

$  30 

$  60 

$  90 

Maximum 

4.5 

4.5 

22 

45 

90 

135 

Improved  Sinking  Fund 

Investment 

Minimum 

1.1 

2.2 

16 

46 

99 

112 

Maximum 

1.4 

2.8 

21 

59 

127 

144 

Improved  Pension  Fund 

Management 

Miniumm 

4 

8 

57 

209 

636 

1,112 

Maximum 

5 

10 

74 

268 

809 

1,511 

New  Debt  Plan 

0 

0 

0 

10 

192 

751 

Total  Savings 

Minimum 

8 

13 

88 

295 

987 

2,065 

Maximum 

11 

17 

117 

382 

1,218 

2,541 

(1970-80)  would  be  only  half  that  of  the  first  ten  years,  and 
that  no  growth  would  occur  in  the  third  ten-year  period.  To 
the  extent  that  actual  growth  of  the  pension  funds  exceeds 
these  estimates,  the  savings  will  be  correspondingly  greater. 

The  estimated  savings  for  the  new  debt  plan  include  only 
the  interest  savings  shown  in  comparison  with  interest  costs 
of  a  program  of  financing  the  identical  expenditure  program 
entirely  by  debt.  Any  savings  that  might  result  from  better 
planning  of  capital  expenditures  are  not  included  in  the 
estimate. 


APPENDIX  A 

Table  I 

PENSION  FUNDS 
ALTERNATE  PORTFOLIO 


$144,000,000  ($12,000,000  PER 

MONTH) 

INVESTED 

IN  FHA  INSURED  MORTGAGES  (1) 

Price 

Yield 

% 

Amount 
Invested 
(Millions) 

July  1958 

99 

5.33 

$12,000,000 

August  1958 

99 

5.33 

12,000,000 

September  1958 

99 

5.33 

12,000,000 

October  1958 

99 

5.33 

12,000,000 

November  1958 

99 

5.33 

12,000,000 

December  1958 

99 

5.33 

12,000,000 

January  1959 

99 

5.33 

12,000,000 

February  1959 

99 

5.33 

12,000,000 

March  1959 

99 

5.33 

12,000,000 

April  1959 

99 

5.33 

12,000,000 

May  1959 

99 

5.33 

12,000,000 

June  1959 

98 

5.42 

12,000,000 

Average  Yield 

5.337 

Estimated  Servicing  Cost  (5/e%)  (2) 

.625 

Net  Yield 

4.712 

(1)  It  is  assumed  that  FHA  Mortgages  are  purchased  from  the 
Mortgage  Association  at  an  average  price  for  a  5V4%  mortgage, 
is  based  on  a  twenty  year  maturity. 

Federal  National 
Yield  to  maturity 

(2)  Estimate  Derived: 

RESULTS  1957  COMPANIES 

HAVING 

PORTFOLIOS 

LARGELY 

IN 

FHA— VA 
Loans 

Conventional 
Loans 

Balanced 
Portfolios 

Gross  Cash  Income 

4.67% 

4.60% 

4.64% 

Total  Costs 

.61 

.50 

.42 

Net  Cash  Income 

4.06% 

4.10% 

4.22% 

Table  II 

PENSION  FUNDS 
ALTERNATE  PORTFOLIO 

$120,000,000  INVESTED  IN  NEW  ISSUE 


8-14 

8-  27 

9-  10 
9-18 

10-21 

10-  29 

11-  17 

11-  19 

12-  3 
12-11 


Aaa 
Aa 

Aa 
Aa 

Aaa 


Aa 
Aa 

Aa 
Aaa 


1-14-59  A 
1-28  A 


2-18 

2-  26 

3-  10 
3-26 
3-31 

3-  31 

4-  29 


Aa 
Aaa 


Aa 


Aa 


Aa 


CORPORATE  BONDS  (1) 

Amt. 

Amt. 

Offering 

Yield 

Inv. 

(Mil.) 

Issue 

Price 

% 

(Mil.) 

5300.0 

U.  S.  Steel,  Deb.,  4%,  1983 

100V2 

3.97 

$10.0 

45.0 

l/OnSOlU   IN3T.  UtfS, 

1  ftl  1/10 

4.30 

5.0 

Deb.,4y8%.  1983 

50.0 

So  Cal  Ed.,  1st, 

101.113 

4.55 

5.0 

45/s%,  1983 

350.0 

oears  rcoeoucK, 

1  iin 
1UU 

4.75 

5.0 

Deb.,  4%%,  1983 

200.0 

Std.  Oil  Ind., 

99 

4.57 

5.0 

Deb.,  4V2%,  1983 

25.0 

Cinn.  &  Sub  Tel., 

101.777 

4.40 

2.0 

Deb.,  4»/2%,  1993 

100.0 

Fed  Natl.  Mtg.  Assn., 

100 

4.125 

8.0 

4Va%,  1963 

100.0 

Intl  Bank  for  R.  &  D., 

100 

4.50 

5.0 

4Vz%,  1973 

80.0 

Pacific  Tel.  &  Tel., 

102  5/8 

4.47 

5.0 

Deb.,  4%%.  1990 

65.0 

Pacific  G.  &  E.,  1st, 

100 

4.50 

5.0 

41/2%,  1990 

50.0 

Phila.  Elec,  1st, 

100 

4.375 

5.0 

43/a%,  1986 

75.0 

Ontario,  Prov. 

98V2 

4.85 

50 

Deb.,  4%%,  1984 

50.0 

Inland  Steel,  1st, 

100 

4.50 

5.0 

4V4%,  1989 

25.0 

Pub  Serv.  Ind.,  1st, 

100.416 

4.35 

2.0 

4%%,  1989 

50.0 

III.  Bell  Tel.,  1st, 

101 

4.32 

5.0 

4%%,  1994 

86.0 

Fed.  Farm  Loan, 

99V4 

4.32 

3.0 

4V4%,  1968 

30.0 

Ohio  Ed  1st, 

101.155 

4.43 

3.0 

4»/2%,  1989 

90.0 

Fed.  Nat.  Mtge.  Assn. 

99»/4 

4.47 

5.0 

4%%,  1969 

250 

Ohio  Power,  1st, 

102.547 

4.47 

2.0 

45/e%,  1989 

20.0 

Pub.  Serv  Colorado,  1st, 

101.22 

4.55 

2.0 

45/e%,  1989 

Monthly 
Weighted 
Avg.  Yield 

3.97  % 


4.425 


4.66 


4.18 


4.485 


4.437 


4.675 


4.33 


4.427 


4.55 


Source:  Collins,  G  Rowland  and  Bogen,  Jules  l.j 
VA  Mortgages,  p.  20,  New  York  University,  1959. 


The  Investment  Status  of  FHA  and 


(1)  These  bonds  were  selected  from  the  list  of  new  issues  of  $20,000,000  or  more  in  size.  All  issues 
are  legal  investments  for  savings  banks  in  New  York  State.  Except  in  one  minor  instance,  no  more 
than  10%  of  any  one  issue  was  used.  Where  possible  $10,000,000  per  month  was  invested. 


5-1 

A 

20  0  Alabama  Power,  1st, 
47/e%,  1989 

100.393 

4.85 

20 

5-20 

Aa 

50.0  Alberta  Mun.  Fin.  Corp. 
Deb.,  43/4%,  1984 

98 

4.89 

5.0 

5-27 

Aa 

80.0  National  Steel,  1st, 
45/8%,  1989 

99 

4.89 

70 

5-27 

Aa 

75.0  Consolidated  Ed.,  1st, 
5V8%,  1989 

101  15 

5.05 

7.0 

6-3 

Aa 

50.0  Pub.  Serv.  E  &  G,  1st, 
5V8%,  1989 

101931 

500 

50 

6-4 

Aa 

25.0  Florida  P  &  L,  1st. 

100.77 

4.95 

2.0 

5%,  1989 


4.938 


4.986 

Weighted  Annual  Average  4.532 


Table  III 

CORPORATE  NEW  ISSUES  FROM  WHICH 
ALTERNATE  PORTFOLIO  WAS  SELECTED 
JULY  1,  1958  TO  JUNE  30,  1959 

(Issues  of  $20,000,000  or  more  and,  with  minor  exceptions,  Aaa  to  A  quality  | 


Offering 

Rating 

Amt. 

Date 

I'Mnnrl  v) 

(Mil  1 

7-2-58 

A 

$  ?*i  n* 

<4>    L.  J  U 

7-9 

Aa 

n* 

JU  u 

7-9 

A 
n 

L  J.U 

7-10 

naa 

n* 

OJ  u 

7-15 

A 

7-16 

Aa 

300.0* 

7-17 

A 

250 

7-18 

Aa 

25.0* 

8-14 

Aaa 

45  0* 

8-21 

Aa 

60.0* 

8-27 

Aa 

50.0* 

9-5 

Aaa 

150.0* 

9-10 

Aa 

350.0* 

9-16 

A 

50.0 

9-18 

Aa 

200.0* 

9-24 

Aaa 

40.0* 

10-8 

A 

20.0 

10-21 

Aaa 

25.0* 

10-29 

100.0* 

10-29 

50.0 

10-29 

A 

30.0 

10-29 

A 

28.0 

11-7 

A 

30.0 

11-7 

A 

25.0 

11-17 

Aa 

100  0* 

11-19 

Aa 

80.0* 

11-25 

A 

30.0 

12-3 

Aa 

65.0- 

12-4 

Aa 

25.0- 

12-8 

A 

21.4 

12-10 

Aaa 

70.0* 

12-11 

Aaa 

50.0* 

Offering 

Maturity 

Price 

Yield 

Flnnria  Pnuvpr    let   A\/B°'  IQfiR 
riuiiua  ruwci ,  iM,  h  a   o,  1300 

3.98 

No  Statps  Pwr    Ut  4°^  1Q8R 

1  nn 
iuu 

4.UU 

Mpari  Pnrn    Dph  4°~ 

QQ  l.„ 

yy1 8 

a  ncc 
4-Udd 

New  York  Tel   Ref  4'/o%  l qqq 

1  f)9  7A7 

a  nn 
4.UU 

So.  Railway,  Coll.,  4!/2%,  1988 

100 

4 

U.S.  Steel,  Deb.,  4%,  1983 

1001  2 

397 

Burroughs,  Deb..  43/8%.  1983 

100 

4.375 

Tampa  Elec,  1st,  VAX,  1988 

102.575 

4.10 

Consold.  Nat.  Gas,  Deb.,  4%%,  1983 

101.142 

4.30 

Pub.  Serv.  E.  &  G.,  1st,  45/8%,  1988 

102.406 

4.50 

So.  Cal.  Ed.,  1st,  45/8%,  1983 

101.113 

4.55 

Std.  Oil  Cal.,  Deb.,  4%%,  1983 

99  5/8 

4.40 

Sears  Roebuck,  Deb.,  43/4%,  1983 

100 

4.75 

Tenn.  Gas  Tr.  1st,  5%%,  1979 

100 

5.375 

Std.  Oil  Ind.,  Deb.,  41/2%,  1983 

99 

4.57 

Consumer  Pwr.  1st,  41/2%,  1988 

100  989 

4.44 

American  Cement,  Deb.,  5%,  1978 

98 

5.16 

Cmn.  &  Sub.  Tel.,  Deb.,  AV2%,  1993 

101.777 

4.40 

Fed.  Natl.  Mtg.  Assn.,  4V8%,  1963 

100 

4.125 

Interntl.  Harvester  Cr„  Deb.,  45/e%,  1979 

99  Vz 

4.66 

Glidden,  Deb.,  43/4%,  1983 

99 

4.82 

Montreal,  Deb.,  5%,  1978 

98% 

5.10 

Nat.  Gas  Pipeline,  1st,  45/8%,  1978 

99'/4 

4.68 

Columbia  Gas,  Deb.,  4%%,  1983 

101.085 

4,80 

Intl.  Bank  for  R&D,  4V2%,  1973 

100 

4.50 

Pacific  Tel.  &  Tel.  Deb.,  45/e%,  1990 

102  V8 

4  47 

No.  Nat.  Gas,  Deb.,  45/8%,  1978 

100.32 

4.60 

Pacific  G.  &  E.,  1st,  4V2%,  1990 

100 

4.50 

Potomac  Elec.  Pwr.,  1st,  45/8%,  1993 

101.307 

4.55 

Met.  Toronto,  Deb.,  43/4%,  1978 

100 

4.75 

So.  Bell  Tel.,  Deb.,  45/8%,  1993 

101.307 

4.55 

Phila.  Elec,  1st,  43/a%,  1986 

100 

4.375 

1-8-59 

— 

75.0 

CI  J.  Financial,  Deb.,  45/8%,  1979 

99 

4.70 

1-8 

30  n 

HniKPhnld  Fin    Dph   45/«%  1984 

QQ 

33 

4  KQ 

1-14 

A 

75.0* 

Ontario,  Prov.,  Deb.,  43/4%,  1984 

98V2 

4.85 

1-14 

Aa 

75.0* 

Commonwealth  Ed.,  Deb.,  45/a%,  2009 

101.474 

4.55 

1-20 

100.0* 

Fed.  Farm  Loan,  43/a%,  1969 

98  Vi 

4.57 

1  01 

1-21 

A 

A 

dc  n 

ob.u 

bo.  Nat.  Gas,  1st,  4J/4  %,  19/9 

100 

4.75 

1-22 

Aa 

20.0* 

Indiana  &  Mich.  Elec,  1st,  43/4%,  1988 

102.41 

4.60 

1-28 

A 

50.0* 

Inland  Steel,  1st,  4Vi%,  1989 

100 

4.50 

2-18 

Aa 

25.0* 

Pub.  Serv.  Ind.,  1st.  43/8%,  1989 

100.416 

4.35 

2-26 

Aaa 

50.0* 

Ml     T\     ii    T     I     1     •      •  j                i  e~\  r\  a 

III.  Bell  Tel.  1st,  43/a%,  1994 

101 

4.32 

Offering 

Rating 

Amt. 

Offering 

Matunl 

Date  i 

[Moody) 

(Mil.) 

Issue 

Pr  iro 
rr  ilc 

Violrl 

3-10-59 

%  86.0* 

Fed  Farm  Loan  41A%  1968 

A  39 

3-11 

A 

330 

Colorado  Interst.  Gas,  1st,  4.70%,  1979 

100.375 

4.67 

3-11 

Aa 

25.0* 

No.  Indiana  P.S.,  1st,  41/2%,  1989 

101.656 

4.40 

3-25 

Aaa 

25.0* 

Cleveland  Elec.  Ill ,  1st,  4%%,  1994 

1015/8 

4  285 

3-26 

Aa 

30.0* 

Ohio  Ed.  1st,  4*6%,  1989 

101.155 

4.43 

3-31 

qd  n* 

3U.U 

FoH    Nat    Mine    Accn    A  1/n  0/     1  QCQ 

reu.  ixai.  iviige.  Hssn.  4v8  /o,  lyby 

99Y4 

4.47 

3-31 

Aa 

Oh  in  Pnuior    let    A  5/«  °/     1  QQQ 

uniu  rower,  i si,  ^78  /o,  iyt>y 

102.547 

4.47 

4-1 

Aa 

75.0 

Armco  Steel,  Deb.,  4.35%,  1984 

100 

4.35 

4-9 

A 

20.0 

Nat.  Gas  Pipeline,  1st,  4%%,  1979 

99.68 

4.65 

4-29 

Aa 

20.0* 

Pub.  Serv.  Colorado,  1st,  45/8%,  1989 

101.22 

4.55 

5-1 

A 

20.0* 

Alabama  Power,  1st,  4%%,  1989 

100.393 

4.85 

5-20 

Aa 

50.0* 

Alberta  Mun.  Fin  Corp.  Deb.,  4%%,  1984 

98 

4.89 

5-27 

Aa 

80.0* 

National  Steel,  1st,  45/e%,  1989 

99 

4.89 

5-27 

Aa 

75.0* 

Consolidated  Ed.,  1st  5Vb%,  1989 

101.15 

5.05 

5-29 

A 

25.0 

So.  Elec.  Gen.  1st,  5*4%,  1992 

101.579 

5.15 

6-3 

Aa 

50.0* 

Pub.  Serv.  E.  &  G.,  1st,  5'/8%,  1989 

101.931 

5.00 

6-4 

Aa 

25.0* 

Florida  P.  &  L,  1st,  5%,  1989 

100.77 

4.95 

6-24 

A 

32.7 

Met  Toronto,  Deb.,  5%,  1979 

98.45 

5.125 

6-25 

A 

40.0 

Philip  Morris,  Deb.,  47/8%,  1979 

99 

4.95 

'Legal  investment  for  savings  banks  in  New  York  State. 


Appendix  B  Notes  on  the 

Future  Level  of  Capital  Expenditures 

A  $350  million  level  of  bondable  expenditures*  financed  from 
property  taxes  is  assumed  for  the  years  1961  to  1968.  There- 
after, such  expenditures  are  assumed  to  rise  by  $10  million  a 
year,  or  somewhat  faster  than  the  increase  in  the  revenues 
from  the  $1.80  property  tax  rates  ($9  million  a  year). 

The  $350  million  level  of  bondable  expenditures  is  estimated 
to  provide  for  $25  million  of  certain  operating  expenses  (pen- 
sions, repaving,  judgments  and  claims),  $35  million  of  assess- 
able improvements,  and  $290  million  of  capital  expenditures. 

The  $290  million  of  capital  expenditures  is  $30  million  less 
than  the  approximately  $320  million  per  year  of  new  funds  for 

m«5S  f^fk0"  "bor;iiab1le  Purposes,"  rather  than  "capital  improve- 
capkal  purposes  PermltS  funded  bo,  rowin*  fo1"  certain  non- 


50 


capital  improvements  to  be  provided  by  borrowing  during 
1961-65,  as  presently  programmed  by  the  City  Planning  Com- 
mission. However,  since  there  is  often  a  substantial  differ- 
ence between  the  amount  of  capital  expenditures  programmed 
in  a  given  year,  authorizations  approved  by  the  Board  of 
Estimate,  and  the  amount  of  the  expenditures  incurred,  the 
$290  million  should  also  be  compared  against  estimates  of  the 
future  authorizations  by  the  Board  of  Estimate  for  the  capital 
program  and  actual  disbursements  to  be  made.  In  this  connec- 
tion, the  Comptroller's  August  15,  1959  Statement  recom- 
mended that  the  Board  of  Estimate  authorize  no  more  than 
$250  million  of  capital  expenditures  per  year.  And  in  a 
schedule  prepared  for  the  Commission's  consultants,  the  Comp- 
troller's Office  estimated  capital  expenditures  for  the  next  4 
fiscal  years  in  the  amounts  shown  below. 

Amount  of  Capital  Expenditures 


Year  (Millions) 

1961  $272 

1962  237 

1963  233 

1964  223 


The  $290  million  of  capital  expenditures  as  utilized  in  our 
plan  is,  therefore,  $40  million  above  the  Comptroller's  recom- 
mendation on  authorizations  and  even  further  in  excess  of  the 
levels  of  capital  expenditures  as  foreseen  by  the  Comptroller's 
Office  after  1962. 

It  should  be  emphasized  that  the  expenditure  level  of  $290 
is  not  presented  as  an  optimum  level  of  capital  expenditures 
for  the  City  but  rather  as  a  level  consistent  with  a  $1.80  tax 
rate  and  accomplishing  the  financial  objectives  we  have  set 
forth.  To  the  extent  that  the  Comptroller's  Office  estimates  can 
be  achieved,  the  savings  from  the  plan  we  propose  will  be 
greatly  increased. 

In  addition,  if  the  special  operating  expenses  now  financed 
by  debt  can  be  transferred  to  the  expense  budget,  as  we  recom- 
mend, an  additional  $25  million  of  capital  expenditures,  or  a 
total  of  $315  million,  can  be  incurred  under  the  plan.  In  this 
event,  by  1964  the  City  of  New  York  will  be  able  to  incur  over 
$90  million  more  capital  expenditures  under  this  proposed 
plan  than  the  Comptroller's  Office  estimates  will  be  spent  under 
present  programs. 

The  point  should  be  emphasized,  furthermore  that  the  ex- 
penditure level  under  consideration  is  that  designed  for  financ- 
ing by  the  property  tax.  As  has  been  noted  earlier,  there  may 
be  a  very  considerable  latitude  for  enlarging  the  over-all  capi- 
tal program  by  using  service-charge  types  of  revenue  to  finance 
all  or  portions  of  the  cost  of  revenue  producing  projects. 


If  the  City  develops  in  the  future  an  adequate  system  of 
capital  budgeting  based  on  real  need  and  financial  ability  to 
pay,  and  if  such  budgeting  shows  clearly  that  a  larger  capital 
program  is  required,  the  City  can  revise  upward  this  pro- 
posed plan.  It  is  recommended,  however,  that  any  such  addi- 
tional expenditures  be  financed  fully  by  a  tax  increase,  and  not 
by  borrowing,  in  order  that  the  benefits  of  the  plan  are  not 
dissipated. 

APPENDIX  C 

RECOMMENDED  DRAFT  LEGISLATIVE, 
CONSTITUTIONAL  AND  CHARTER  REVISIONS* 

1.  Amendment  to  paragraph  a  of  Section  90.00  of  the  Local  Finance 
Law  authorizing  any  municipality  to  refund  certain  bonds  for  the 
full  period  of  probable  usefulness  permitted  by  law  notwithstanding 
any  limitation  imposed  on  the  maximum  maturity  of  the  bonds  to  be 
refunded  pursuant  to  Section  107.00  of  the  Local  Finaance  Law  in 
order  to  avoid  the  down  payment  required  by  such  Section. 

*The  texts  of  proposed  amendments  in  this  section  have  heen  drafted  for 
the  Commission  by  Vandewater,  Sykes,  Heckler  &  Galloway. 

AN  ACT  to  amend  the  local  finance  law,  in  relation  to  the  maxi- 
mum maturity  of  certain  refunding'  bonds 

The  People  of  the  State  of  New  York,  represented  in  Senate  and 
Assembly,  do  enact  as  follows: 

Section  1.  Paragraph  a  of  section  90.00  of  the  local  finance  law, 
as  amended  by  chapter  six  hundred  nine  of  the  laws  of  nineteen 
hundred  forty-four,  is  hereby  amended  to  read  as  follows: 

a.  A  municipality,  school  district  or  district  corporation  may  issue 
serial  bonds  to  refund  bonds  issued  on  or  after  January  first,  nine- 
teen hundred  thirty-nine,  other  than  bonds  issued  to  redeem  notes, 
certificates  or  other  evidences  of  indebtedness  issued  prior  to  Jan- 
uary first,  nineteen  hundred  thirty-nine,  in  anticipation  of  such 
bonds.  The  last  installment  of  such  refunding  bonds  issued  to  refund 
bonds  issued  pursuant  to  the  social  welfare  law,  or  the  former  pub- 
lic welfare  law,  for  the  purpose  of  home  relief,  as  defined  in  such 
laws,  shall  mature  within  ten  years  after  the  date  of  issue  of  the 
bonds  to  be  refunded.  In  all  other  cases  the  last  installment  of  such 
refunding  bonds  shall  mature  not  later  than  the  expiration  of  the 
maximum  period  of  probable  usefulness  permitted  by  law  at  the 
time  of  the  issuance  of  the  bonds  to  be  refunded  for  the  object  or 
purpose  for  which  such  bonds  were  issued,  and  such  last  installment 
of  such  refunding  bonds  issued  by  a  municipality  may  so  mature 
not  later  than  the  expiration  of  such  maximum  period  of  probable 
usefulness  notwithstanding  any  limitation  imposed  on  the  maximum 
maturity  of  such  bonds  to  be  refunded  pursuant  to  ei*her  item  (k) 
of  subdivision  three  or  subdivision  four  of  paragraph  d  of  section 
107.00  of  this  chapter  as  in  force  and  effect  on  January  first,  nine- 
teen hundred  sixty.  Such  period  shall  be  construed  to  commence 
from  the  date  of  issuance  of  the  bonds  to  be  refunded 
§2.  This  act  shall  take  effect  immediately. 


2.  Amendment  to  paragraph  c  of  Section  90.00  of  the  Local  Finance 
Law  authorizing  the  City  of  New  York,  subject  to  certain  limita- 
tions, to  issue  bonds  for  the  purpose  of  refunding  bonds  within  five 
years  after  the  date  of  original  issue  of  the  bonds  to  be  refunded. 

AN  ACT  to  amend  the  local  finance  law,  in  relation  to  the  issu- 
ance of  refunding  bonds  by  certain  cities 

The  Peoole  of  the  State  of  New  York,  represented  in  Senate  and 
Assembly,  do  enact  as  follows: 

Section  1.  Paragraph  c  of  section  90.00  of  the  local  finance  law, 
as  last  amended  by  chapter  six  hundred  nine  of  the  laws  of  nine- 
teen hundred  forty-four,  is  hereby  amended  to  read  as  follows: 

c.  Bonds  issued  on  or  after  January  first,  nineteen  hundred 
thirty-nine,  shall  not  be  refunded  within  five  years  after  the  date 
of  original  issue,  except  that  any  city,  the  vet  indebtedness  of 
which,  as  ascertained  pursuant  to  section  138.00  of  this  chapter, 
shall  he  in  excess  of  one  hundred  twenty-five  million  dollars,  may, 
until  (June  30,  1965),  refund  such  bonds  within  five  years  after 
the  date  of  original  issue,  provided  the  aggregate  principal  amount 
of  bonds  so  refunded  shall  not  exceed  120,  million  dollars.  [This 
restriction]  The  provisions  of  this  paragraph  shall  not  apply  to 
bonds  issued  to  refund: 

1.  Bonds  issued,  or 

2.  Bonds  issued  to  redeem  notes,  certificates  or  other  evidences  of 
temporary  indebtedness  issued  prior  to  January  first,  nineteen 
hundred  thirty-nine. 

§2.  This  act  shall  take  effect  immediately. 
3.  Amendment  to  Section  107.00  of  the  Local  Finance  Law,  pro- 
viding that  such  Section,  relating  to  down  payments,  shall  not  apply 
to  the  City  of  New  York. 

AN  ACT  to  amend  the  local  finance  law,  in  relation  to  down 
payment 

The  People  of  the  State  of  New  York,  represented  in  Senate  and 
Assembly,  do  enact  as  follows: 

Section  1.  Paragraph  c  of  section  107.00  of  the  local  finance  law, 
subdivision  one  having  been  last  amended  by  chapter  eight  hundred 
eight  of  the  laws  of  nineteen  hundred  forty-six  and  renumbered  by 
chapter  two  hundred  seventy  of  the  laws  of  nineteen  hundred 
fifty-four,  and  subdivision  two  having  been  last  amended  by  chapter 
nine  hundred  two  of  the  laws  of  nineteen  hundred  forty-seven  and 
renumbered  by  chapter  two  hundred  seventy  of  the  laws  of  nine- 
teen hundred  fifty-four,  is  hereby  REPEALED. 

Note:  Paragraph  c  of  section  107.00  of  the  local  finance  law  re- 
quired, under  certain  conditions,  an  increased  minimum  down 
payment  from  current  funds  when  bonds  or  bond  anticipation 
notes  were  issued.  In  effect  such  paragraph  applied  only  to  the 
City  of  New  York. 

§2.  Paragraph  d  of  section  107.00  of  such  law  is  hereby  renum- 
bered to  be  paragraph  c,  and  is  hereby  amended  by  adding  thereto 
a  new  subdivision,  to  be  subdivision  six,  to  read  as  follows: 

6.  Any  city,  the  debt-contracting  power  of  which  has  been  ex- 
hausted by  more  than  fifty  per  centum  and  the  net  indebtedness  of 
which  is  in  excess  of  one  hundred  twenty-five  million  dollars.  The 
term  "net  indebtedness"  as  used  in  this  subdivision  shall  mean  the 
total  net  indebtedness  as  ascertained  pursuant  to  section  138.00  of 
this  chapter.  The  percentage  of  debt-con' racting  power  exhausted 
shall  be  computed  pursuant  to  the  provisions  of  subdivision  two  of 
paragraph  a  of  section  11,0.00  of  this  chapter. 

§3.  This  act  shall  take  effect  immediately. 


4.  Amendment  to  Section  11  of  Article  VIII  of  the  State  Con- 
stitution repealing  the  so-called  "phantom  debt"  provisions  of  such 
Section  now  applicable  to  the  City  of  New  York. 

CONCURRENT  RESOLUTION  OF  THE  SENATE  AND 
ASSEMBLY 

Proposing  an  amendment  to  section  eleven  of  article  eight  of  the 
constitution,  in  relation  to  the  power  of  the  city  of  New  York  to 
raise  taxes  on  real  estate  and  to  contract  indebtedness 

Section  1.  Resolved  (if  the  Senate  Assembly  concur),  That  section 
eleven  of  article  eight  of  the  constitution  be  amended  to  read  as 
follows: 

§  11.  [(a)  Whenever  the  city  of  New  York  is  required  by  law  to 
pay  for  all  or  any  part  of  the  cost  of  capital  improvements  by 
direct  budgetary  appropriation  in  any  fiscal  year  or  by  the  issuance 
of  certificates  or  other  evidence  of  indebtedness  (except  serial  bonds 
of  an  issue  having  a  maximum  maturity  of  more  than  two  years)  to 
be  redeemed  in  one  of  the  two  immediately  succeeding  fiscal  years, 
taxes  required  for  such  appropriation  or  for  the  redemption  of  such 
certificates  or  other  evidence  of  indebtedness  may  be  excluded  in 
whole  or  in  part  by  such  city  from  the  tax  limitation  prescribed  by 
section  ten  of  this  article,  in  which  event  the  total  amount  so  re- 
quired for  such  appropriation  and  for  the  redemption  of  such  cer- 
tificates or  other  evidence  of  indebtedness  shall  be  deemed  to  be 
indebtedness  to  the  same  extent  and  in  the  same  manner  as  if  such 
amount  had  been  financed  through  indebtedess  payable  in  equal 
annual  installments  over  the  period  of  the  probable  usefulness  of 
such  capital  improvement,  as  determined  by  law.  The  fiscal  officer 
of  such  city  shall  determine  the  amount  to  be  deemed  indebtedness 
pursuant  to  this  section,  and  the  legislature,  in  its  discretion,  may 
provide  that  such  determination,  if  approved  by  the  state  comp- 
troller, shall  be  conclusive.  Any  amounts  determined  to  be  deemed 
indebtedness  of  any  county,  city,  other  than  the  city  of  New  York, 
village  or  school  district  in  accordance  with  the  provisions  of  this 
section  as  in  force  and  effect  prior  to  January  first,  nineteen  hun- 
dred fifty-two,  shall  not  be  deemed  to  be  indebtedness  on  and  after 
such  date.] 

[(b)]  Whenever  any  county,  city,  [other  than  the  city  of  New 
York,]  village  or  school  district  which  is  coterminous  with,  or  partly 
within,  or  wholly  within,  a  city  having  less  than  one  hundred  twenty 
five  thousand  inhabitants  according  to  the  latest  federal  census 
provides  by  direct  budgetary  appropriation  for  any  fiscal  year  for 
the  payment  in  such  fiscal  year  or  in  any  future  fiscal  year  or  years 
of  all  or  any  part  of  the  cost  of  any  object  or  purpose  for  which  a 
period  of  probable  usefulness  has  been  determined  by  law,  the  taxes 
required  for  such  appropriation  shall  be  excluded  from  the  tax 
limitation  prescribed  by  section  ten  of  this  article  unless  the  legis- 
lature otherwise  provides.  Any  amounts  determined  to  be  deemed 
indebtedness  of  the  city  of  New  York  in  accordance  with  the  provi- 
sions of  tins  section  as  in  force  and  effect  prior  to  January  first, 
nineteen  hundred  sixty-two,  shall  not  be  deemed  to  be  indebtedness 
on  and  after  such  date. 

§  2.  Resolved  (if  the  Assembly  concur) ,  That  the  foregoing  amend- 
ment be  referred  to  the  first  regular  legislative  session  convening 
after  the  next  succeeding  general  election  of  members  of  assembly, 
and,  in  conformity  with  section  one  of  article  nineteen  of  the  con- 
stitution, be  published  for  three  months  previous  to  the  time  of  such 
election. 


5.  Amendment  of  Subdivision  c  of  Section  B18-2.0  and  Section 
B18-28.0  of  the  administrative  code  of  the  City  of  New  York. 

There  are  two  Police  Pension  Funds  provided  for  in  Title  B  of 
Chapter  18  of  the  New  York  City  Administrative  Code.  The  invest- 
ment provisions  applicable  to  both  funds  are  the  same,  although  set 
forth  in  different  sections  (Section  B18-2.0  applies  to  the  fund 
governed  by  Article  1  of  such  Title,  and  Section  B18-28.0  applies  to 
the  fund  established  by  Article  2  of  such  Title).  The  cited  sections 
authorize  the  Board  of  Trustees,  in  each  case,  to  invest  in  "obliga- 
tions issued  by  the  City  of  New  York,  obligations  issued  by  the  State 
of  New  York  or  obligations  issued  by  the  United  States  of  America". 

In  opinion  of  legal  counsel  the  following  draft  bill  relates  "to  the 
property,  affairs  or  Government  of  the  City  of  New  York,  so  that 
the  Legislature  may  pass  such  bill  only  upon  the  request  of  the  City 
as  provided  in  Section  11  of  Article  IX  of  the  State  Constitution. 
Our  opinion  is  in  accord  with  an  opinion  of  the  Attorney  General 
dated  February  23,  1953,  relating  to  a  proposed  act  amending  the 
Administrative  Code  in  relation  to  the  New  York  City  Employees' 
Retirement  System.  It  also  may  be  noted  that  the  foregoing  opinions 
are  in  record  with  legislative  practice  in  the  past. 

AN  ACT  to  amend  the  administrative  code  of  the  city  of  New  York, 
in  relation  to  the  investment  of  moneys  of  the  police  pension 
funds 

The  People  of  the  State  of  New  York,  represented  in  Senate  and 
Assembly,  do  enact  as  follows 

Section  1.  Subidivision  c  of  section  B18-2.0  of  the  administrative 
code  of  the  city  of  New  York,  as  repealed  and  re-enacted  by  local 
law  number  two  of  the  city  of  New  York  of  the  year  ninteen  hun- 
dred forty,  is  hereby  amended  to  read  as  follows: 

c.  The  board  of  trustees  shall  receive  all  moneys  applicable  to 
such  fund  and  deposit  the  same  to  the  credit  of  such  fund,  in  banks 


or  trust  companies  to  be  selected  by  it,  and  continue  to  receive  and 
deposit  the  funds  applicable  to  the  same,  as  received,  to  the  credit  of 
such  fund,  or  to  invest  the  same  I  in  obligations  issued  by  the  city 
of  New  York,  obligations  issued  by  the  state  of  New  York  or  obliga- 
tions issued  by  the  United  States  of  America,  as  such  board  of 
trustees  may  deem  most  advantageous  for  the  object  of  such  fund, 
and  such|,  subject  to  the  terms,  conditions,  limitations,  and  restric- 
tions imposed  by  law  upon  savings  banks  in  the  making  and  dis- 
posing of  investments  by  savings  banks:  and  subject  to  like  terms, 
conditions,  limitations,  and  restrictions,  such  board  of  trustees  shall 
have  full  power  to  hold,  purchase,  sell,  assign,  transfer  or  dispose 
of  any  of  the  securities  and  investments  in  which  any  of  such  moneys 
shall  have  been  invested  as  well  as  of  the  proceeds  of  such  invest- 
ments and  of  any  moneys  belonging  to  such  fund.  Such  board  of 
trustees  shall  have  the  power  to  make  all  necessary  contracts,  and  to 
take  all  necessary  remedies  in  the  premises. 

§  2.  Section  Bl 8-28.0  of  such  code,  as  added  by  local  law  number 
two  of  the  city  of  New  York  of  the  year  nineteen  hundred  forty,  is 
hereby  amended  to  read  as  follows: 

§  B  18-28.0  Trustees  of  funds;  investments. -The  members  of  the 
board  shall  be  the  trustees  of  the  several  funds  provided  for  by  this 
article,  and  shall  have  full  power  to  invest  the  same  [in  obligations 
issued  by  the  city  of  New  York,  obligations  issued  by  the  state  of 
New  York  or  obligations  issued  by  the  United  States  of  America  1, 
subject  to  the  terms,  conditions,  limitations,  and  restrictions  im- 
posed by  law  upon  savings  banks  in  the  making  and  disposing  of 
investments  by  savings  banks;  and,  subject  to  like  terms,  conditions, 
limitations,  and  restrictions,  shall  have  full  power  to  hold,  purchase, 
sell,  assign,  transfer  or  dispose  of  any  of  the  securities  or  in- 
vestments in  which  any  of  the  funds  provided  for  by  this  article 
shall  have  been  invested  as  well  as  of  the  proceeds  of  such  invest- 
ments and  of  any  moneys  belonging  to  such  funds. 

§  3.  This  act  shall  take  effect  immediately. 


Chapter  2 


INTEGRATED  PLANNING,  BUDGETING,  AND  CONTROL 


Concurrently  with  the  initiation  of  the  cash  and  debt  man- 
agement study,  reported  on  in  the  preceding  chapter,  the 
Commission  authorized  the  undertaking  of  a  study  of  the  City's 
planning,  budgeting,  and  control  processes.  Practically  every 
civic  group  that  appeared  at  the  conference  with  the  Commis- 
sion attested  to  the  need  for  a  full-scale  review  of  these 
processes.  This  testimony,  the  extensive  findings  by  previous 
commissions  that  studied  New  York  City  Government,  as  well 
as  some  preliminary  tests  by  the  Commission,  indicated  that 
despite  some  improvements  in  recent  years,  much  remains  to 
be  done  to  achieve  effective  planning,  budgeting,  and  control. 
Thus,  this  study  is  a  key  project  of  the  Commission. 

The  Need  for  Effective  Planning, 
Budgeting,  and  Control 

Earlier  in  this  report,  New  York  was  characterized  as  a  city 
in  crisis,  a  city  carrying  already  staggering  and  mounting 
demands  for  service,  a  city  facing  increasingly  critical  finan- 
cial problems.  For  example,  since  1949  City  expenditures,  both 
onerating  and  capital,  have  risen  by  30  percent  (even  after- 
allowing  for  inflation)  despite  a  somewhat  decreased  popula- 
tion. And  yet,  even  with  these  larger  expenditures,  the  City  is 
losing  ground  in  its  battle  to  overcome  several  of  its  major 
problems.  Since  1949,  total  arrests  are  up  15  oercent;  juvenile 
arrests  up  200  percent.  The  number  of  dependent  children  re- 
ceiving assistance  has  risen  by  40  percent— from  roughly  6.5 
percent  of  the  total  population  19  years  old  and  under.  Adult 
institutional  care  has  increased  in  total  by  54  percent,  or  by 
roughly  one-third  when  adjusted  for  the  larger  population 
aged  65  and  over.  And  despite  substantial  public  aid  to  hous- 
ing, the  rate  of  new  construction  has  been  so  low  that,  if  it  is 
not  increased,  by  1975  more  than  half  the  dwelling  units  in 
Manhattan  will  be  over  55  years  old. 

Such  critical  service  problems  have  caused  major  financial 
problems.  In  the  past  ten  years,  costs  have  risen  more  rapidly 
than  the  tax  base.  The  annual  rate  of  funded  borrowing  has 
more  than  tripled.  Debt-service  costs  have  increased  by  89 
percent  to  the  point  that  in  fiscal  1957-58  they  accounted  for 
roughly  17  percent  of  total  operating  costs.  And  it  has  been 


estimated  that  by  1965  the  annual  cost  of  existing  programs, 
without  allowing  for  inflation  or  general  wage  increases,  will 
exceed  the  revenue  from  existing  sources  by  more  than  $50 
million.  Inevitable  new  programs  will,  of  course^aise  this 
deficit. 

The  City  could  narrow  the  gap  between  income  and  ex- 
penditures-or  at  least  prevent  it  from  becoming  wider -by 
three  principal  means.  These  means,  which  are  not  mutually 
exclusive,  are  (1)  increase  taxes,  (2)  utilize  present  revenues 
better,  and  (3)  obtain  increased  financial  assistance  and/or 
greater  fiscal  powers  from  the  state. 

Taxes  on  manufacturers  in  New  York  City  are  already  20 
to  30  percent  higher  than  taxes  elsewhere  in  New  York  State 
and  New  Jersey.  Thus,  higher  taxes  would  probably  only  ac- 
celerate the  flight  of  industry,  and  population,  (jut  of  the  City, 
further  impairing  the  revenue  base.  The  City  can,  however, 
get  substantially  more  "mileage"  from  its  present  revenue 
dollar  through  improved  management  of  cash  and  debt,  as 
Part  III,  Chapter  1  of  the  Commission's  report  demonstrates. 

But  improved  cash  and  debt  management,  substantial  is 
the  potential  savings  are,  and  increased  State  assistance,  even 
if  it  were  granted,  will  not  solve  the  basic  problem.  Service 
needs  and  social  problems  will  continue  to  mount.  Costs  will 
quickly  rise  to  the  higher  revenue  levels.  The  income  "squeeze" 
will  recur.  Thus,  unless  the  City  does  a  better  job  of  planning, 
budgeting,  and  control,  little  real  improvement  will  be  accom- 
plished with  any  added  funds.  Indeed,  unless  the  City  can 
demonstrate  to  its  citizens  and  to  the  State  that  its  plans  are 
sound  and  that  it  is  using  available  funds  effectively,  there  is 
every  reason  to  believe  (witness  the  school-bond  issue)  that 
the  electorate  will  not  grant  the  City  unlimited  funds  or  fiscal 
power. 

The  Nature  of  Planning,  Budgeting,  and  Control 

Certainly  the  cash  and  debt  management  study  demonstrates 
the  substantial  "pay-off"  from  effective  planning,  budgeting, 
and  control  in  one  area  of  city  management.  Our  preliminary 
review  indicates  similar,  though  perhaps  not  so  substantial, 
opportunities  in  other  areas  of  city  operations.  Thus,  to  give 


a  more  generalized  picture  let  us,  at  this  juncture,  discuss  what 
these  processes  consist  of  and  specifically  how  they  will  help. 

Essentially,  planning  is  the  process  of  deciding  what  should 
be  done  far  enough  in  advance  to  permit  orderly,  integrated 
action.  It  normally  involves  evaluating  the  impact  of  alterna- 
tive courses  of  action  and  balancing  needs  and  resources.  Budg- 
eting is  the  process  of  reducing  all  plans  to  dollar  and  cents. 
Control  is  the  process  of  ensuring  that  action  is  being  taken 
and  results  are  being  achieved  according  to  plan. 

More  specifically,  planning,  budgeting,  and  control  consist 
of  the  following  steps: 

1.  Identifying  service  needs:  The  City  must  collect  and 
analyze  social,  economic,  population,  and  political  data  as  the 
basis  for  anticipating  public  problems  and  assessing  their 
magnitude.  Then  the  city  government,  acting  for  the  electorate, 
must  determine  those  needs  that  the  City,  rather  than  some 
other  governmental  body  or  the  individual,  should  try  to  fill, 
and  structure  sound  programs  to  that  end. 

2.  Blocking  out  action  programs  to  meet  these  needs:  This 
step  consists,  first,  of  identifying,  without  regard  to  source, 
the  programs  addressed  to  identified  needs.  Take  crime  as  an 
example.  Police  Department  programs  are  the  primary  but  not 
the  only  means  for  controlling  crime.  Education  and  welfare 
programs  should  have  a  measurable,  if  indirect,  impact.  The 
programs  of  private  agencies  such  as  the  Community  Service 
Society,  Catholic  Charities,  and  the  United  Jewish  Appeal  also 
play  an  important  role. 

With  these  programs  identified,  the  next  phase  seeks  to 
determine,  for  each  identified  need,  the  probable  impact,  pro- 
gram by  program,  of  alternative  courses  of  action.  For  ex- 
ample, the  Police  Department  should  be  able  to  make  an  in- 
formed estimate  of  the  probable  crime  rate  at  alternative  levels 
of  manpower  and  facilities. 

3.  ''Pricing  out"  alternative  courses  of  action:  Through  the 
use  of  cost  and  performance  standards,  the  alternative  pro- 
grams are  then  reduced  to  dollars  and  cents. 

4.  Selecting  among  alternative  programs:  Since  the  demands 
for  services  exceed  the  City's  ability  to  provide  them,  the  next 
step  consists  of  establishing  an  order  of  priority  among  the 
several  programs  in  light  of  anticipated  benefits,  available 
resources,  and  the  plans  of  independent  agencies.  It  is  only 
on  this  basis  that  plans  and  budgets  can  be  built  to  optimize 
objectives  rather  than  to  minimize  pressures.  Only  in  con 
junction  with  such  plans  should  the  electorate,  through  its 
representatives,  be  asked  to  approve  the  budget  for  taxes  and 
expenditures  can  be  evaluated  only  in  terms  of  the  benfits  to 
be  derived. 

5.  Establishing  department  budgets:  Once  the  integrated 
plan  has  been  approved,  departmental  budgets,  both  capital 
and  operating,  can  be  developed  in  the  light  of  the  programs 


the  departments  are  asked  to  carry  out.  At  this  time  mean- 
ingful expense  breakdowns  can  be  prepared. 

6.  Measuring  accomplishment:  The  final  step  in  the  process 
is  to  measure  both  expenditures  and  the  results  achieved  in 
relation  to  approved  budgets,  service  goals,  and  performance 
standards.  This  process  of  control  then  forms  the  basis  for 
upgrading  performance  and  for  revising  plans  in  light  of 
changing  conditions  and  requirements. 

In  recommending  that  the  City  undertake  effective  plan- 
ning, budgeting,  and  control,  the  Commission  recognizes  that 
it  is  proposing  a  program,  one  partly  in  effect  today,  that  will 
require  months  and  years  of  consistent,  disciplined,  creative 
effort  to  complete.  But  such  a  program  is  essential  to  effective 
municipal  management.  Decisions  must  be  made;  action  must 
be  taken.  And  if  the  City  is  to  improve  the  caliber  of  its  de- 
cisions and  increase  the  effectiveness  of  the  action  taken,  it 
must  reach  decisions  far  enough  in  advance,  in  an  integrated, 
fact-founded  way,  so  that  orderly,  effective  action  can  be  taken. 
While  these  processes  are  vital  to  any  organization,  they  are 
essential  to  government,  since  elected  officials  must  give  the 
electorate  the  opportunity  to  make  informed  judgments  on  the 
programs  they  intend  to  undertake  and  to  assess  the  results  of 
the  programs  they  have  approved. 

In  announcing  his  program  to  develop  a  comprehensive  plan 
for  dealing  with  the  City's  transportation  problem,  the  Mayor 
made  a  statement  that  could  be  applied  to  any  City  problem. 
He  outlined  the  need  for  effective  planning  and  control  thus: 
"The  public  is  sick  and  tired  of  this  anxiety,  uncertainty,  pres- 
sure and  near  panic.  ...  It  prevents  orderly  development  .  .  . 
it  imposes  impossible  burdens  upon  the  City's  finances  and  it 
keeps  the  City  off  balance.*  These,  too  are  the  reasons  why 
the  Commission  recommends  the  adoption  of  an  integrated 
approach  to  planning,  budgeting,  and  control. 

Weaknesses  in  Existing  Planning, 
Budgeting,  and  Control 

Previous  commissions  have  studied  the  City's  planning,  budg- 
eting, and  control  processes  in  depth  and  have  identified  funda- 
mental organizational  and  procedural  weaknesses.  Further, 
they  have  made  recommendations  aimed  at  correcting  these 
weaknesses.  However,  despite  some  accomplishment,  based  on 
this  Commission's  review  to  date  it  appears  that  most  of  the 
important  weaknesses  previously  pointed  out  still  exist.  These 
weaknesses  are  as  follows : 

Lack  of  integrated  planning:  There  is  always  a  demand  on 

IvaiSfe  ThTJ  r  p.?0.™*  ^  reaso™bly  be  ™de 
available.  Thus,  if  the  City  is  to  use  its  funds  most  effectively, 

t?^erte  a11  rfJts  spendin*  pr°*rams  -  ^  they; 

are  focused  to  accomplish  the  most  worth-while  results.  How- 
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ever,  current  city  planning  lacks  this  integration  in  two  impor- 
tant ways. 

First,  little  is  done  to  integrate  the  programs  of  the  several 
operating  departments,  the  independent  agencies,  and  private 
organizations.  As  Dr.  John  J.  Theobald,  the  Superintendent  of 
Schools,  recently  pointed  out,  parochial  school  construction  has 
considerable  effect  on  the  number  of  pupils  that  must  be  ac- 
commodated in  public  schools. :::  And,  as  mentioned  in  an  earlier 
chapter,  the  Park  Department's  program  to  develop  beach 
facilities  can  be  largely  negated  by  a  failure  to  provide  ade- 
quate sewage  disposal.  However,  today  each  department  and 
agency  develops  its  spending  requirements  pretty  much  on  its 
own.  This  failure  to  relate  the  programs  of  each  department 
to  the  City's  over-all  objective,  to  fit  these  programs  together 
with  the  plans  of  the  other  departments,  agencies,  and  organ- 
izations to  accomplish  specific  results,  makes  it  all  but  impos- 
sible to  evaluate  the  individual  programs,  to  select  those  plans 
that  are  most  worthwhile,  and  to  eliminate  those  of  marginal 
value. 

City  planning  lacks  integration  in  one  other  important  way. 
Typically,  both  capital  and  operating  expenditures  are  needed 
to  carry  out  most  programs.  Both  school  buildings  (a  capital 
expenditure)  and  teachers  (operating  expenses)  are  needed  to 
expand  and  upgrade  public  education.  Further,  each  type  of 
expenditure  tends  to  affect  the  other.  More  hospitals  require 
more  nurses ;  a  capital  expenditure  for  improved  street-clean- 
ing equipment  can  reduce  the  number  of  Sanitation  Depart- 
ment employees  required  to  clean  a  given  area. 

And  yet,  despite  this  interrelationship,  operating  and  capital 
budgeting  are  carried  out  virtually  independent  of  each  other. 
The  operating  expense  budget  and  the  capital  budget  cover 
different  periods  and  are  adopted  at  different  times.  The  Bureau 
of  the  Budget  has  responsibility  for  presenting  the  operating 
budget;  the  City  Planning  Commission,  the  capital  budget, 
The  operating  expense  budget  is  financed  from  tax  and  other 
current  revenues ;  the  capital  budget  is  now  met  through  bor- 
rowings. While  some  attempt  is  made  to  coordinate  these  two 
budgets,  this  artificial  separation  makes  it  all  but  impossible 
to  evaluate  the  City's  spending  programs  in  toto,  without  re- 
gard to  the  source  of  funds. 

Planning  in  terms  of  available  funds,  rather  than  in  terms 
of  needs:  Essentially,  the  City's  planning  starts  with  "how 
much  do  we  have  to  spend?",  not  "what  are  the  needs  to  be 
met?"  Obviously,  ability  to  pay  is  important,  for,  as  we  have 
said  before,  the  demands  for  service  inevitably  outstrip  the 
City's  ability  to  support  them.  And  yet  the  "how  much"  focus 
can  lead  to  unsound  spending.  For  example,  we  have  been  told 
that  many  city  facilities  have  been  permitted  to  deteriorate 
because  maintenance  costs  fall  under  the  operating  expense 
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budget,  which  has  a  very  tight  ceiling,  while  new  facilities 
come  out  of  capital  funds,  which  are  often  easier  to  obtain. 
The  "how  much"  rather  than  "what  is  needed"  approach  can 
permit  the  continuation  of  established  programs  that  might 
be  eliminated  if  put  under  the  spotlight  of  current  social  and 
service  needs.  Further,  this  approach  can  foster  marginal- 
needs  spending.  As  mentioned  in  the  chapter  on  cash  and  debt 
management,  the  Port  and  Triborough  Authorities  are  in  a 
position  to  program  an  additional  $1  billion  of  construction 
of  the  60's  while  the  subways  will  be  hard  pressed  to  meet  even 
their  minimum  construction  needs. 

This  focus  can  also  lead  to  unsound  financing.  The  failure 
to  look  beyond  existing  financial  limitations  forces  the  City 
to  resort  to  emergency  solutions  to  its  financing  problems,  and 
precludes  the  development  of  a  balanced  long-range  program 
for  removing  restrictions  that  hinder  the  City  from  meeting 
legitimate  needs.  And,  as  Chapter  1  demonstrates,  the  "how 
much"  focus  can  foster  unsound  cash  and  debt  management. 

Absence  of  accomplishment  planning:  Closely  related  to  the 
above  point  is  the  fact  that  the  focus  in  city  planning  is  on 
how  much  is  to  be  spent  and  not  on  what  is  to  be  achieved  in 
terms  of  a  better  social  and  economic  climate.  Without  such 
accomplishment  planning,  it  is  virtually  impossible  for  the 
electorate  or  the  State  to  determine  what  is  to  be  achieved 
with  the  funds  requested  and  to  assess  the  results  actually 
achieved. 

Thus,  for  example,  if  the  City  plans  to  use  additional  funds 
for  street  cleaning,  it  should  point  out  whether  these  funds 
are  to  be  used  to  clean  more  streets,  to  clean  existing  streets 
more  often  and  thus  improve  the  level  of  cleanliness,  or  to 
institute  new  public  sanitation  programs.  This  same  approach 
should  also  be  used  in  connection  with  capital  expenditures, 
and  they  should  be  identified  as  needed  to  maintain  existing 
services,  reduce  the  operating  costs  of  existing  services,  or 
expand  or  upgrade  the  level  of  service.  Indeed,  unless  ex- 
penditure planning  is  accompanied  by  accomplishment  plan- 
ning, budgets  tend  to  be  little  more  than  a  documented  defense 
of  past  practice,  and  this  brings  the  City  no  closer  to  the 
solution  of  its  critical  social  problems. 

Line-item,  rather  than  program  control:  While  the  Mayor 
has  stated  that  the  City  does  today  prepare  a  program  budget, 
the  Board  of  Estimate  and  the  Bureau  of  the  Budget  still  exer- 
cise spending  controls  in  terms  of  line  items  of  expense  (e.g., 
salaries)  rather  than  in  terms  of  programs.  While  payroll  and 
related  items  (e.g.,  pensions)  do  represent  the  major  share 
of  the  City's  costs  and  hence  should  be  tightly  controlled,  a 
"line  item"  budget  does  not  meet  the  requirements  of  sound 
planning  and  control  as  set  forth  in  the  second  section  of  this 
chapter.  Certainly  it  is  far  more  important  to  the  planning 
process  to  know  that  the  additional  funds  going  into  children's 


centers,  for  example,  are  proportional  to  the  greater  number 
of  children  to  be  cared  for  than  it  is  to  know  the  job  classifica- 
tion of  the  additional  employees  to  be  hired. 

Divided  responsibility  for  planning,  budgeting,  and  control: 
Prior  commissions  have  dealt  at  great  length  on  the  organiza- 
tional barriers  to  effective  planning,  budgeting,  and  control. 
It  is  not  our  intention  to  dwell  on  these  organizational  problems 
at  any  length  in  this  chapter.  May  it  suffice  to  say  at  this 
point  that  unless  the  City's  top-management  organization  prob- 
lems are  resolved,  little  can  be  accomplished  in  the  way  of 
more  effective  planning,  budgeting,  and  control.  Further,  it 


appears  that  unless  greater  authority  is  given  to  the  heads  of 
the  operating  departments,  responsive,  responsible  planning, 
budgeting,  and  control  will  be  difficult  to  achieve. 

The  Commission  is  not  prepared  to  present  its  recommend,! 
tions  to  correct  these  weaknesses  at  this  time.  Unlike  the  study 
on  cash  and  debt  management,  which  dealt  with  a  self-con- 
tained area,  this  study  must  encompass  a  wide  range  of  city' 
activities,  ranging  from  crime  prevention  to  education,  from 
redevelopment  of  blighted  areas  to  the  City's  organization 
structure.  The  Commission  intends  to  pursue  its  present  study 
in  depth  and  publish  its  findings  at  the  same  time  it  is  able 
to  present  its  constructive  recommendations. 
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Chapter  1 


POPULATION,  ECONOMIC,  AND  FISCAL  FACTORS 


New  York  City  is  a  great  city— and  a  great  metropolis.  As 
Americans  and  New  Yorkers  we  are  proud  of  our  City. 

Because  we  have  an  abiding  faith  in  its  future  and  are  com- 
mitted to  its  continued  progress,  this  Commission  on  the  Gov- 
ernmental Operations  of  the  City  of  New  York  refuses  to  shut 
its  eyes  to  the  things  that  are  wrong  here,  to  the  conditions 
that  detract  from  the  social  and  economic  health  of  our  com- 
munity, that  stand  in  the  way  of  our  future  progress,  that 
threaten  our  competitive  position  in  the  United  States  and 
the  world,  and  that  lessen  the  advantages  of  living  and  working 
here. 

We  want  New  York  City  to  be  a  good  place  in  which  to  live, 
to  work,  to  do  business,  to  bring  up  families,  and  to  enjoy  the 
many  finer  things  of  big  city  living. 

To  this  end  it  is  important  to  look  at  the  whole  picture  — 
honestly —the  bad  with  the  good.  Only  in  that  way  can  important 
conclusions  be  reached  on  what  needs  to  be  cleaned  up,  what 
must  be  put  straight,  what  has  to  be  faced  and  understood,  and 
what  must  be  eliminated  — if  in  this  great  city  the  full  promise 
of  American  life  is  to  be  achieved. 

Before  a  start  can  be  made  on  any  "solutions,"  "answers," 
and  governmental  "changes,"  one  must  take  a  hard  look  at  the 
background  of  facts,  trends,  and  problems— the  foundation 
stones -and  not  superficially  at  some  of  the  external  symptoms. 

Accordingly,  in  this  first  chapter  of  Part  IV  of  the  Commis- 
sion's Interim  Report  we  start  with  a  review  of  the  broad 
human  and  economic  facts  which  constitute  the  environment 
for  the  people  and  the  government  of  New  York  City.  These 
facts  are  solid.  They  give  us  much  to  be  proud  of,  and  much  to 
be  ashamed  of.  They  give  us  reasons  for  hope  and  for  forebod- 
ing. Like  all  statistics  they  must  be  studied  and  their  implica- 
tions must  be  faced. 

In  considering  the  following  array  of  material,  the  people  of 
New  York  City  and  the  State  and  their  leaders  need  to  keep 
two  central  questions  in  mind  : 


(a)  What  local  governmental  services  do  the  people  of  New 
York  City  need  and  want?  This  is  a  double-barreled 
question  involving  not  only  the  kinds  of  services  but 
even  more  their  quality.  Along  with  this  must  go  the 
considerations  of  ability  and  willingness  to  pay. 

(b)  What  is  the  responsibility  of  local  government  in  terms 
of  general  policy  direction  and  leadership  for  solving 
local  social,  economic,  and  other  problems  which  are 
not  susceptible  of  solution  by  any  other  means? 

This  second  question  is  especially  important  because  a  failure 
in  solving  basic  problems  will  endanger  the  City  government 
by  weakening  its  foundations.  This  role  of  policy  direction  and 
leadership  increases  in  importance  as  a  city  passes  through  its 
initial  rapid  growth  period  and  reaches  maturity.  The  facts 
make  it  clear  that  this  is  where  New  York  City  now  stands. 

It  is  not  an  easy  task  to  select  the  relevant  data.  No  two 
people  would  agree  as  to  what  should  be  included,  or  excluded, 
or  what  the  relative  importance  of  various  facts  may  be.  How- 
ever, the  facts  which  we  present  have  in  our  judgment  a  direct 
and  important  bearing  on  the  future  of  New  York.  They  show 
what  lies  ahead.  They  must  have  a  decisive  part  in  shaping  the 
future  policies,  procedures,  and  organization  of  the  government 
of  the  City  of  New  York. 

Symptoms  of  Danger 

Among  the  principal  indicators  of  "trouble  ahead"  for  New 
York  City,  and  thus  for  the  State  of  New  York,  are  the  follow- 
ing broad  facts : 

1.  The  population  of  the  City  is  apparently  declining  for  the 
first  time  in  its  history.  The  reduction  at  the  center  of  the 
City  is  considerable ;  the  growth  in  certain  outlying  regions 
is  rapid,  as  in  Queens  and  Staten  Island,  but  even  this  may 
not  equal  the  exodus  from  Manhattan  and  Brooklyn.  The 
large  loss  is  in  the  "wealth-producing  age  brackets.'*  while 
the  number  of  youth  and  of  the  aged  has  increased. 


2.  The  increase  in  the  cost  of  City  government  since  the  end 
of  World  War  II  has  been  several  times  greater  than  the 
increase  in  the  income  of  the  citizens  of  the  City. 

3.  In  manufacturing,  wholesaling,  and  retailing,  the  City's 
position  relative  to  the  rest  of  the  Metropolitan  Region 
and  the  United  States  has  declined.  Overall  New  York  City 
employment  has  been  declining  despite  the  increase  in 
central  office  and  executive  employment. 

4.  The  larger,  better  paying,  more  stable  manufacturing  com- 
panies, which  require  substantial  capital  investments  and 
more  space  have  been  leaving  and  are  continuing  to  leave 
the  City.  Construction  of  industrial  buildings  within  the 
City  is  now  insignificant. 

5.  There  is  less  public  safety  on  the  streets  and  in  the  homes. 
The  incidence  of  crime  and  juvenile  delinquency  has  soared 
in  spite  of  a  greatly  expanded  police  department,  many 
more  policemen,  and  expanded  crime  prevention  and  youth 
activities. 

6.  Despite  extensive  housing  programs  and  slum  clearance, 
decent  housing  remains  inadequate  in  the  City.  The  pro- 
portion of  city  housing  which  can  appropriately  be  called 
slums  continues  to  increase. 

7.  The  cost  of  City  services  such  as  relief,  health,  hospitals, 
sanitation,  and  crime  control  has  been  increasing  to  take 
care  of  a  large  new  body  of  low-income  citizens  and 
migrants.  Everything  points  to  a  continuation  of  this 
migration.  The  heavy  added  cost  burdens  of  migration 
today  contrasts  with  the  situation  up  to  1915,  because  of 
our  present-day  social  standards  and  seryice  expectations. 

8.  The  City's  situation  is  particularly  serious  as  to  the  public 
schools  which  are  a  joint  responsibility  of  the  State,  and 
as  to  recreational  and  other  community  activities. 

9.  The  urban  traffic,  rapid  transit,  and  commuter  situation 
continues  to  deteriorate  in  spite  of  recent  State  action,  and 
vigorous  efforts  by  the  City  traffic  and  police  departments, 
and  by  the  Triborough  and  Port  Authorities.  There  are 
many  desperate  efforts,  but  no  comprehensive  or  funda- 
mental attack  on  the  basic  problems.  There  are  apparently 
too  many  cooks. 

10.  The  City  is  somewhat  cleaner  due  to  better  enforcement 
and  public  cooperation,  but  the  air  is  still  distressingly 
dirty,  and  noise  and  other  aggravations  continue  to  depre- 
ciate City  life. 

11.  With  this  rising  tide  of  problems,  emergencies,  and  un- 
met needs  there  is  no  general  plan  of  attack,  no  long-range 
financial  program,  and  a  capital  budget  that  is  nothing 


more  than  a  hopeful  shopping  list. 

Despite  the  critical  data  outlined  above  and  spelled  out  in 
more  detail  in  the  following  pages,  there  are  favorable  factors, 
to  be  noted,  which  show  that  the  City  of  New  York  contains 
sparks  of  resurgence  which  can  be  encouraged,  we  believe,  for 
a  long-term  trend  of  advancement. 

But  the  good  does  not  cancel  out  the  bad. 

The  Commission  believes  that  for  New  York  to  resume  its 
forward  motion  requires  extraordinary  effort,  both  on  the  part 
of  political  leadership,  and  on  the  part  of  business  and  civic 
leadership,  working  hand  in  hand. 

Accordingly,  the  remainder  of  this  Chapter  1  of  Part  IV  of 
our  Interim  Report  is  devoted  to  selected  factual  material 
which  throws  light  on  the  underlying  problems  now  faced  by 
the  City.  These  deal,  first,  with  the  general  character  and 
dimensions  of  this  "imperial  city,"  second,  with  its  population 
trends,  third,  with  the  major  economic  indices,  and  finally, 
with  the  outstanding  fiscal  facts. 

This  material  rests  on  quantities  of  factual  evidence  which 
has  been  made  available  to  us.  We  are  presenting  here,  and  in 
the  appendix,  only  those  tabulations  which  we  feel  are  indis- 
pensable for  our  purposes. 

The  Profile  of  New  York  City 

How  can  one  in  a  few  bold  strokes  sketch  the  profile  of  our 
great  city?  One  may  start,  by  noting  that  New  York  City  is 
the  largest  financial,  business,  and  management  center  in  the 
world.  As  the  home  and  headquarters  of  the  United  Nations, 
our  city  has  also  become,  to  some  extent,  the  political  capital 
of  the  world.  Likewise,  it  is  the  cultural  capital  of  the  nation 
because  of  its  many  theatres,  museums,  libraries,  universities, 
foundations,  communications  media  and  publishing  houses,  and 
the  newly  emerging  Lincoln  Center  for  the  Performing  Arts. 

Our  nearly  eight  million  residents,  living  in  two  and  a  half 
million  housing  units,  four-fifths  of  which  are  in  apartment 
houses,  make  up  substantially  half  of  the  population  of  New 
York  State.  Moreover,  New  York  City  is  the  core  city  of  the 
New  York  Metropolitan  Region  with  its  sixteen  million  people. 
Thus,  New  York  City  is  the  hub  of  a  7,000  square  mile  tri- 
state  urban  area  consisting  of  the  five  counties  of  New  York 
City  and  the  neighboring  17  counties,  whose  present  and  future 
well-being  is  vitally  affected,  inextricably  involved,  and  highly 
determinative  in  New  York  City's  future  development,  and 
vice  versa.  In  terms  of  population,  employment,  and  wealth, 
our  city  ranks  as  the  largest  city  of  (a)  the  largest  metropolitan 
area,  (b)  the  largest  state  in  the  union,  and  (c)  the  entire 
United  States. 

Beyond  this,  New  York  City  draws  almost  one  million  com- 
muters daily  who  journey  here  to  work,  and  some  14  million 
visitors  a  year  who  stay  an  average  of  five  days  each.  These 


visitors  come  for  a  variety  of  purposes-to  transact  business, 
to  attend  the  750  conventions  a  year,  to  travel  overseas  by  plane 
or  ship,  to  be  educated  and  entertained,  and  to  enjoy  our  city. 

To  serve  and  meet  the  needs  of  these  millions  of  residents, 
commuters,  and  visitors,  the  many  necessary  facilities  have 
been  developed  over  the  years.  These  include  some  250,000 
business  establishments,  1,800  office  buildings,  675  loft  build- 
ings, 93,000  retail  stores,  860  banking  offices,  519  hotels,  20,000 
eating  places,  200  art  galleries  and  museums,  50  legitimate 
theatres,  450  motion  picture  houses,  and  countless  other  attrac- 
tions. To  meet  basic  communication  and  transportation  needs, 
New  York's  inhabitants  utilize  746  track  miles  of  subway,  557 
route  miles  of  buses,  11,800  taxicabs  driven  day  and  night  by 
38,000  drivers  on  6,000  miles  of  streets,  over  59  bridges,  and 
through  4  tunnels.  To  supplement  face-to-face  conversations, 
4.3  million  telephones  are  required-more  than  in  all  of  France 
and  almost  as  many  as  in  Canada. 

This  is  but  a  thumbnail  sketch  of  the  environmental  fac- 
tors determining  the  extent  and  quality  of  the  local  government 
that  must  be  provided.  For  an  easy  descriptive  handle,  the  term 
"the  great  city  role"  can  appropriately  be  used  to  explain  the 
extraordinary  local  governmental  services  demanded  here. 
Certainly,  this  great  city  role,  which  New  York  City  appro- 
priately and  proudly  must  assume,  requires  a  local  government 
appropriate  to  such  a  role— a  government  that  will  provide  the 
services,  the  conveniences,  the  safety,  and  the  accouterments 
necessary  for  New  York  in  its  prima  donna  national  and 
world  role.  This  involves  extensive  local  government  services, 
all  of  which  can  be  supported  if  the  population  remains  large 
and  productive,  the  economy  sound  and  appropriately  struc- 
tured, and  if  efficiency  and  economy  in  the  operation  of  that 
government  are  fully  realized. 

THE  CHANGING  COMPOSITION 

OF  THE  POPULATION  OF  NEW  YORK  CITY 

It  is  not  enough  to  recognize  that  New  York  City  now  has 
nearly  eight  million  residents;  in  addition,  one  must  note  the 
long-term  trends  and  the  changes  that  are  taking  place.  Per- 
haps the  first  fact  to  be  noted  is  that  for  the  first  time  in  its 
long  history,  according  to  U.S.  Census  Bureau  figures,  New 
York  City  suffered  a  decline  in  population  between  1950  and 
1957.  While  this  decline  only  numbered  about  100,000,  and 
may  even  be  reversed  in  the  1960  census,  the  implications  of 
the  trend  are  far-reaching  as  Table  I  indicates : 

It  is  clear  that  the  increased  local  governmental  services  pro- 
vided during  the  past  ten  years,  cannot  be  attributed  to  general 
population  growth. 

Significant  changes  are  occurring  in  the  ethnic  composition 
of  the  City's  population.  Between  1950  and  1958  the  white 
population  (excluding  Puerto  Ricans)  declined  540,000,  the 


Table  I 


NEW  YORK  CITY  POPULATION  GROWTH 
1900  to  1957 


Year 

Population 

Change  From 
Preceding  Decade 

Percent 
Change 

1900 

3,437,202 

929.788 

+37.1 

1910 

4,766.883 

1.329,681 

+38.7 

1920 

5.620.048 

843,165 

+17.9 

1930 

6.930.446 

1.310.398 

+23.3 

1940 

7.454,995 

524,549 

+  7.6 

1950 

7.891,957 

436.962 

+  5.9 

1957 

7.795,471 

-96.486 

-  1.2 

Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census  Statistical  Abstract 
of  the  United  States -  1958  and  Special  Censuses  of  1957. 
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Puerto  Rican  population  nearly  tripled  from  246,000  to  650,000, 
and  the  non-white  population  increased  by  nearly  one-third 
from  756,000  to  1,000,000.  The  ethnic  changes  are  shown  in 
more  detail  in  Table  II. 

Table  II 

CHANGES  IN  ETHNIC  COMPOSITION  OF 
NEW  YORK  CITY'S  POPULATION:  1940,  1950  and  1958* 

White  excluding 


Total  NYC 

Puerto 

%  of 

Puerto 

%  of 

Non- 

%  of 

Year 

Population 

Ricans 

Total 

Rican 

Total 

White 

Total 

1940 

7.455,000 

6.908,000 

92.7 

77.000 

10 

470.000 

6.3 

1950 

7,892.000 

6,890.000 

87.4 

246,000 

3.1 

756,000 

9.6 

1958 

8,000,000 

6,350,000 

79.4 

650,000 

8.1 

1,000,000 

12.5 

%  change  since  1950 

+2.6 

-7.8 

+  164 

+  32 

%  change  since  1940 

+7.5 

-8.1 

+746 

+113 

•There  .s  a  disparity  not  affecting  total  trends  appreciably  between 
U.S  Census  Bureau  and  those  used  by  the  City  Administrators  Office. 

population  figures 

of  the 

Source:  Statistical  Estimates  compiled  by  the  City  Administrator's  Office. 

The  changing  ethnic  character  of  the  population  has  im- 
portant implications  with  respect  to  both  the  services  required 
from  the  City  government  and  the  ability  of  the  population  to 
pay  for  these  services.  The  white  citizens  who  have  moved  out 
of  New  York  City  have  been  primarily  middle-income  families 
moving  to  the  suburbs.  While  residents  of  New  York  they 
probably  paid  more  in  taxes  and  required  less  in  City  services 
than  the  average  citizen.  The  Puerto  Rican  and  the  non-white 
groups  have  been  largely  low-income  families  requiring  a 
nigher-than-average  per  capita  level  of  services  in  the  areas 
of  health  hospitals,  welfare,  public  housing,  education,  and 
public  safety  and  will  continue  to  require  such  services  until 
they  like  all  the  previous  waves  of  immigrants,  are  assimilated 
and  their  income  levels  increased. 

Another  trend  that  must  be  seriously  regarded  is  the  chang- 

It  n  I  T  °f  ^  Y°rk  City'S  P°P«lation.  Since 
1940  the  number  of  persons  65  years  of  age  or  over  has  in- 
creased by  nearly  300,000  or  71%  .  The  20-to-64  age  group  the 
workmg  population  with  the  greatest  earning  power  and  tax 
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paying  ability,  has  declined  between  1950  and  1957  by  365,000 
or  7%.  The  group  under  20  years  of  age  has  increased  about 
1<>  -  since  1940  although  the  school  age  group  of  5-to-19  years 
remained  about  the  same-1,638,000  in  1940  and  1,626,320  in 
1957.  A  more  detailed  picture  of  population  by  age  groups 
since  1940  is  shown  in  the  following  table. 

Table  III 


CHANGES  IN  POPULATION, 
BY  AGE  GROUPS 

Percent  Change 


70- 


AGE  DISTRIBUTION  OF  NEW  YORK  CITY'S  POPULATION 


1940,  1950  and 

1957 

Year 

Under  20      %  of  Total 
Years  Population 

20-64 
Years  • 

%  of  Total 
Population 

65  Years 
and  Over 

%  of  Total 
Population 

1940 

2,072,500  27.8% 

4,968,076 

66.8% 

414,419 

5.6% 

60- 

1950 

2,111,593  26.7 

5,175,129 

65.6 

605,235 

7.8 

1957 

2,276,373  29.1 

4,810,114 

61.8 

708,984 

9.1 

%  Change 
1950-1957 

+7.8% 

-7.0% 

+17.1% 

%  Change 
1940-1957 

+9.8% 

-3.2% 

+71.0% 

50- 

Source:  U.S  Department  of  Commerce,  B 
Special  Censuses  of  1957. 

ureau  of  Census:  Census  of 

Population 

1940,  1950,  and 

The  continuing  growth  of  the  65  years  and  over  age  group 
has  a  pronounced  impact  on  local  governmental  services  which 
is  reflected  by  increased  demands  for  hospital  and  welfare 
services,  particularly  domiciliary  and  nursing  home  care  and 
hospitals  that  specialize  in  the  ailments  of  the  aged.  By  and 
large,  this  extraordinary  need  for  local  governmental  services 
comes  from  a  group  of  citizens  who  probably  cannot  support 
the  service  costs  involved  because  so  many  of  thtm  have  fixed, 
if  any,  retirement  incomes  which  are  being  continuously  re- 
duced by  the  decreasing  purchasing  power  of  the  dollar. 

Income 

In  view  of  the  changes  that  have  been  described  in  the  com- 
position of  New  York  City's  population,  it  is  not  surprising 
that,  comparatively  speaking,  there  has  also  been  for  some 
years  a  gradual  decline  of  the  average  income  of  New  York 
City  residents  relative  to  that  of  the  residents  of  the  entire 
New  York  Metropolitan  Region.  Per  capita  income  statistics 
in  a  period  of  rising  wages  and  rising  cost  of  living  indices 
can  be  misleading,  but  they  do  indicate  relative  trends.  As  a 
first  observation  it  is  useful  to  note  that  in  dollars  the  per 
capita  income  of  both  the  residents  of  New  York  City  and 
those  of  the  entire  New  York  Metropolitan  Region,  which  in- 
cludes New  York  City  and  the  adjacent  17  counties  of  a  tri- 
state  area,  is  well  above  the  national  average.  Table  IV  shows 
the  trend  in  per  capita  income  for  the  various  boroughs  of 
New  York  City  and  for  the  inner  ring  of  suburban  counties 
in  the  Metropolitan  Region.  The  per  capita  figures,  being  an 


40- 


20-64 
YEARS 


1940 


1950 


1957 


average,  blunt  the  fact  that  Manhattan  is  made  up  of  a  dis- 
proportionate number  of  very  high-income  and  very  low-income 
residents. 

Table  IV 

INCOME  OF  RESIDENTS. 
NEW  YORK  METROPOLITAN  REGION 
1939.  1947  and  1957 


Table  V 


1939 

1947 

1957 

1957 

Per  Capita 

Per  Capita 

Per  Capita 

Inrnmp 

Income 

Income 

%  of  U. 

NY  Metropolitan  Region* 

$  y i^ 

ff  1  "70(1 

$i,/o9 

o  cm 

1  JO.D 

New  York 

Manhattan 

1.489 

2,662 

2,964 

153.7 

Brooklyn 

917 

1,622 

2,317 

119.4 

Bronx 

768 

1,658 

2,318 

119.5 

Queens 

723 

1.656 

2,749 

141.5 

Staten  Island 

733 

1.489 

2.250 

116.0 

Inner  Ring,  N.  Y.  Metropolitan 

Region 

Bergen 

771 

1.405 

2,826 

145.5 

Essex 

931 

2,162 

2,704 

139.5 

Hudson 

799 

1.577 

2,175 

112.0 

Nassau 

678 

1.390 

3,236 

166.7 

Passaic 

656 

1,821 

2,231 

115.0 

Union 

773 

1,513 

2,814 

145.0 

Westchester 

847 

1,847 

3,220 

166.0 

•The  New  York  Metropolitan  Region  as  defined  by  the  Regional  Plan  Association 
includes  the  five  boroughs  of  New  York  City  and  17  suburban  counties:  the  New 
York  counties  of  Nassau.  Suffolk,  Westchester,  Putnam,  Dutchess,  Rockland,  and 
Orange;  the  New  Jersey  counties  of  Bergen,  Essex,  Hudson,  Passaic,  Union,  Middle- 
sex, Monmouth,  Morris,  and  Somerset;  and  Fairfield  County  in  Connecticut. 
Source:  New  York  Metropolitan  Region  Study-Regional  Plan  Association,  Inc. 


RELATIVE  LEVELS  OF  PER  CAPITA  PERSONAL  INCOME 

IN  NEW  YORK  METROPOLITAN 

REGION 

1939*  1947  and  1956 

Per  Capita 

Income  as  Percentage 

Percent 

of  Averag 

e  for  Entire  Region 

Change 

1939 

1947 

1956 

1939  1956 

The  N.  Y.  Metropolitan  Region  100% 

100% 

100% 

All  New  York  City  109 

106 

99 

—  1 0  % 

Manhattan  163 

149 

114 

— 4y 

Brooklyn  101 

91 

89 

1  0 

The  Bronx  84 

93 

89 

-I-  K 

Staten  Island  80 

83 

87 

+  / 

Queens  79 

93 

106 

i  or 

All  of  Nearest  Suburbs  88 

97 

111 

+  23 

Hudson  88 

88 

84 

-  4 

Essex  102 

121 

104 

+  2 

Passaic  72 

102 

86 

+14 

Bergen  85 

79 

109 

+24 

Union  85 

85 

109 

+24 

Westchester  93 

103 

124 

+31 

Nassau  74 

78 

125 

+51 

Source:  New  York  Metropolitan  Region  Study-Regional  Plan  Association,  Inc. 

Table  VI  shows  the  income  differential  of  the  white,  non- 
white  and  Puerto  Rican  groups  for  1949.  It  is  believed  that  the 
data  for  1959  would  be  generally  similar. 


Table  VI 


One  way  in  which  to  show  the  decline  of  the  average  income 
of  New  York  City  residents  relative  to  their  immediate  sub- 
urban neighbors  is  to  fix  for  each  of  several  dates  an  index 
of  100  to  portray  the  average  income  of  residents  of  the  entire 
Metropolitan  Region  and  then  calculate  the  appropriate  index 
for  each  part  thereof  to  show  the  ratio  of  per  capita  incomes 
for  various  parts,  such  as  the  various  boroughs  of  New  York 
City,  to  the  average  regional  per  capita  income.  This  is  done 
in  Table  V. 

The  decline  in  the  per  capita  income  of  New  York  City 
residents  relative  to  that  of  the  Metropolitan  Region  can  be 
attributed  in  large  part  to  the  population  shift  wherein,  be- 
tween 1950  and  1958,  the  middle  or  higher  income  population 
declined  540,000,  while  the  low-income  population  increased.  As 
in  all  previous  waves  of  immigration,  newcomers  have  to 
overcome  the  barrier  of  poor  education,  restricted  employment 
opportunities,  and,  accordingly,  below-average  wages. 


MEDIAN  PER  CAPITA  INCOME 
OF  NEW  YORK  CITY  RESIDENTS 
BY  ETHNIC  GROUP.  1949 


White 
Negro 

Puerto  Rican,  White 
Puerto  Rican,  Non-White 


Median  Income 
$2,517 
1,707 
1,657 
1,517 


Median  Income 
As  Per  Cent  of  White 
Median  Income 

100.0 
67.8 
65.8 
60.3 


Sources:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  Census  of  Population, 
1950;  1950  Population  Census  Report  P-E  No.  3D,  Puerto  Ricans  in  the  Continental 
United  States,  Table  5.  The  data  are  based  upon  a  20  per  cent  sample. 


In  considering  the  effect  on  required  City  services  of  the 
changes  in  the  composition  of  New  York  City's  population  and 
of  the  decline  in  population  and  in  relative  per  capita  income, 
two  conclusions  emerge: 


RELATIVE  LEVELS  OF  PER  CAPITA  INCOME 


.1939 


AVERAGE 
PER  CAPITA 
INCOME  OF 
ENTIRE 
REGION 

INDEX  100  ► 


MANHATTAN  BROOKLYN 


BRONX       STATEN  ISLAND  QUEENS 


(a)  The  trend  is  for  substantially  more  local  governmental 
services  to  be  required  both  in  amount  and  variety,  and 
at  greater  costs. 

(b)  The  trend  is  for  a  continuing  decline  in  the  number  of 
resident  City  taxpayers  and  in  their  per  capita  ability  to 
pay. 

These  trends  are  so  evident  that  they  raise  important  policy 
questions  for  the  City  and  the  State.  One  businessman,  testify- 
ing before  our  Commission,  suggested  that  the  City  gov- 
ernment is  in  fact  "subsidizing  substandard  labor"  for  ex- 
ploitation by  low-wage  employers.  He  questioned  the  long-run 
advantage  of  this  policy  and  urged  a  careful  review  of  the 
problems  and  implications  involved. 

Certainly  the  trend  of  declining  per  capita  income  of  City 
residents  relative  to  per  capita  income  in  the  neighboring 
suburban  counties  when  contrasted  to  the  rising  per  capita 
costs  of  local  government  is  a  matter  of  grave  concern.  Such 
a  trend  in  the  long  run  is  decisive  in  determining  the  extent 
and  quality  of  local  governmental  services  that  can  be  afforded 
by  the  taxpayers. 

THE  SHIFTING  ECONOMIC  SCENE 

The  economic  life  of  New  York  City,  like  that  of  the  State 
and  the  nation,  cannot  remain  static;  continuous  and  con- 


tinuing change  is  an  eve 


cause  they  determine  in 
pay  and  the  sum  total  o 
these  are  decisive  in  sett 


WESTCHESTER 


NASSAU 


present  fact  of  life.  Economic  changes 


should  be  a  matter  of  grave  concern  to  local  government  be- 


large  part  the  taxpayers'  ability  to 
municipal  revenues.  In  the  long  run, 
ng  both  the  kind  and  quality  of  govern- 


mental service  to  be  rendered,  irrespective  of  the  need  therefor. 
Jobs 

Thus,  the  changing  New  York  City  job  market  has  important 
implications.  Overall  New  York  City  employment  suffered  a 
net  loss  from  1947  to  1956  of  4,000  jobs.  Relatively  stated,  the 
City's  share  of  total  United  States  employment  for  this  1947 
to  1956  period  declined  from  S.6%  to  7.39L  And  in  the  New 
York  Metropolitan  Region,  New  York  City  alone  suffered  an 
employment  decline  while  the  rest  of  the  area  gained.  In  the 
process,  New  York  City's  share  of  the  New  York  Metropolitan 
Region's  total  employment  declined  from  66.6  in  1947  to 
60.6  c/c  in  1956.  Table  VII  presents  a  comparison  of  New  York 
City  employment  with  that  of  the  United  States  and  of  the 
New  York  Metropolitan  Region. 

While  some  aspects  of  this  decline  in  New  York  City  em- 
ployment is  beyond  the  reach  of  City  officials  and  civic  lead- 
ers, other  phases  may  be  influenced  by  intelligent  and  vig- 


Table  VII 

EMPLOYMENT  COMPARISONS:  NEW  YORK  CITY, 
THE  METROPOLITAN  REGION.  AND  THE  UNITED  STATES 
1947  AND  1956 


1947 

1956 

Increase 

Share 

NYMR 

Share 

us 

(thousands: 

1947-56-% 

1947 

1956 

1947 

1956 

United  States 

34,359.1 

40.304.8 

17.3 

NY  Metropolitan  Region 

4.435.3 

4.871.6 

9.8 

100.0 

1000 

12.9 

12.1 

New  York  City 

2.954.0 

2.950.3 

-0.1 

66.6 

60.6 

8.6 

7.3 

NY  Suburban  Counties 

272.5 

501.6 

84.1 

6.1 

103 

NJ  Suburban  Counties 

1.030.1 

1.213.7 

17.8 

23.2 

24.9 

Connecticut  Suburban  County 

178.7 

206.0 

153 

4.0 

4.2 

Source:  See  Table  A  in  Appendix  1  for  complete  table,  footnotes,  and  sources 

ping  area  accounted  for  17??  of  retail  sales  in  the  entire  New 
York  Metropolitan  Region;  by  1954  this  had  dropped  to  14 
With  this  decline  in  retail  sales  went  a  decrease  in  retail  em- 
ployment. In  1948  there  were  463,700  retail  jobholders  in  the 
five  boroughs  of  New  York  City;  by  1954  there  were  426,900. 
As  is  shown  in  more  detail  in  Table  B  of  Appendix  1,  the  City's 
share  of  the  retail  jobholders  in  the  New  York  Metropolitan 
Region  and  in  the  United  States  dropped  during  this  1948-to- 
1954  period  from  62  to  57  [  '<  and  from  6.3  to  5.7' ;  ,  respectively. 

A  word  of  caution  is  appropriate  in  the  consideration  of  rela- 
tive trends  in  retail  sales.  New  York  City's  position  has  de- 
clined relative  to  the  suburban  areas,  but  with  rising  prices  the 
dollar  volume  of  retail  sales  has  increased  as  is  shown  by 
Table  VIII. 


CHANGES  IN  EMPLOYMENT, 
CITY,  REGION,  AND  NATION 


17.3% 


orous  action.  Cooperative  efforts  by  government  and  business, 
directed  at  strengthening  the  known  favorable  trends,  may  well 
reduce,  if  not  reverse  the  present  unfavorable  trends. 

Retailing 

Consumer-oriented  businesses  have  followed  the  flight  of 
population  to  the  suburbs.  In  1948  Manhattan's  central  shop- 


Table  VIII 

TOTAL  RETAIL  SALES,  NEW  YORK  CITV  AND  ITS  NEW  YORK 
STATE  SUBURBS,  1948  to  1958 

(In  Millions  of  Dollars) 


19481958 

New  York  City 

Gam  in 

and  Suburbs  in 

1948 

1958* 

Percent 

New  York  State 

$9,586 

$13,172 

36% 

New  York  City 

8,019 

9,655 

19 

Manhattan 

3,756 

4,318 

15 

Bronx 

921 

1,116 

21 

Brooklyn 

2,013 

2,361 

17 

Queens 

1.197 

1,672 

40 

Richmond 

129 

188 

44 

Westchester 

643 

1.066 

66 

Nassau 

603 

1,657 

178 

Suffolk 

255 

673 

156 

'  1958  Preliminary  subject  to  adjustments  up  to  3%. 

Source:  U.S:  Department  of  Commerce,  1958  New  York  Area  Report  on 

Retail  Trade. 

Wholesale  Activity 

The  pattern  of  wholesale  activity  has  also  been  changing. 
From  1948  to  1954  the  number  of  jobs  in  Manhattan  whole- 
sale firms  dropped  from  258,000  to  224,000.  The  other  four 
boroughs  during  this  period  increased  the  number  of  jobs  in 
wholesaling  from  56,000  to  63,000  with  the  major  increase, 
5,600  jobs,  occurring  in  the  Borough  of  Queens.  Detailed  data 
on  the  shifts  in  employment  in  wholesaling  is  shown  in  Table 
C  of  Appendix  1.  Undoubtedly  it  is  the  high  cost  of,  and  delays 
attributable  to,  traffic  congestion  which  underlies  this  shift  in 
wholesale  employment.  The  blame  for  the  adverse  effects  of 
congestion  on  business  activity  has  been  placed  on  the  City 
administration  which  has  some  of  the  authority  and  responsi- 
bility to  do  something  about  it. 


Manufacturing 

Because  there  are  so  many  different  kinds  of  manufacturing 
activities  with  widely  varying  requirements  for  physical  plant 
and  employees,  it  is  difficult  to  generalize  in  describing  the 
experience  and  trends  concerning  New  York  City.  On  an  overall 
basis  New  York  has  about  held  its  own  during  the  period  1947 
to  1954  in  terms  of  total  jobs  in  manufacturing  and  in  its  share 
of  such  jobs  in  the  New  York  Metropolitan  Region  though 
dropping  slightly  relative  to  the  nation.  As  Table  D  in  Ap- 
pendix 1  indicates,  the  number  of  manufacturing  jobs  in  Man- 
hattan declined  from  424,500  in  1947  to  397,300  in  1954. 

In  industries  requiring  extensive  plant  facilities  and  large 
numbers  of  employees,  it  is  understandable  that  the  trend  shows 
a  marked  shift  out  of  New  York  City.  The  availability  of  large 
plant  sites  in  open  land  areas  in  the  region  and  the  shift  from 
dependence  on  railroads  to  reliance  on  fleets  of  trucks  using 
the  new  high  speed  highways  have  caused  some  companies  to 
move  their  manufacturing  operations  out  of  the  City.  While 
New  York  City  continues  to  retain  about  half  the  total  of  the 
Metropolitan  Region's  industrial  employees  in  establishments 
employing  less  than  60  people,  it  now  has  less  than  S  fc  of  the 
employment  in  concerns  employing  more  than  240  people. 

To  many  it  may  be  an  interesting  anomaly,  but  New  York 
City  does  seem  to  have  a  continuing  advantage  as  a  place  for 
the  small  manufacturing  and  business  firm.  This  attractiveness 
of  New  York  City  for  the  small  firm  is  demonstrated  by  the 
fact  that  the  average  number  of  employees  per  manufacturing 
firm  in  this  city  is  only  26,  while  the  average  for  the  rest  of 

the  New  York  Metropolitan  Region  is  48.  In  all,  these  small 
firms  in  New  York  City  provide  over  300,000  jobs.  An  impor- 
tant factor  holding  the  small  firm  in  the  City  is  the  many 
essential  products,  components,  and  services  which  these  firms 
cannot  afford  to  have  as  an  integral  part  of  their  own  opera- 
tions but  which  are  readily  found  in  the  City.  Similarly,  new 
firms  are  attracted  to  the  City  because  of  the  availability  on  a 
subcontracting  basis  of  services,  supplies,  and  facilities,  thus 
reducing  the  initial  investment,  payroll,  and  risk.  This  advan- 
tage of  the  City,  however,  is  becoming  less  pronounced  as  the 
suburban  areas  become  more  industrialized. 

These  small  firms,  providing  a  substantial  number  of  jobs 
in  the  City,  are  important  contributors  to  our  economy.  Because 
they  have  relatively  small  fixed  plant  investment  to  tie  them 
down,  it  is  easy  for  them  to  move  away  in  the  face  of  ad- 
verse circumstances  or  even  in  the  anticipation  of  develop- 
ments rightly  or  wrongly  presumed  to  be  adverse.  Any  city 
administration  in  New  York  City  must  be  solicitous  and  active 
in  doing  all  that  local  government  can  do  to  maintain  or  in- 
crease the  attractiveness  of  the  City  for  them. 


The  Fashion  Industries 

Not  all  of  the  shifting  economic  scene  involves  adverse 
trends.  There  are  important  economic  activities  where  New 
York  is  not  only  holding  her  own  but  is  also  witnessing  highly 
favorable  future  trends.  One  such  category  of  business  activity 
is  composed  of  those  industries  which  are  highly  dependent  on 
the  vagaries  of  fashion  and  taste.  This  group  includes  producers 
of  advertising  signs,  many  kinds  of  toys,  furs,  millinery, 
women's  and  children's  apparel  manufacturers,  printing  firms, 
and  other  similar  business  organizations  who  find  it  greatly 
to  their  advantage  to  eliminate  as  much  as  possible  barriers  of 
time  and  space.  Because  such  businesses  provide  a  substantial 
amount  of  employment  in  New  York  City,  local  government 
needs  to  be  concerned  with  services  and  policies  conducive  to 
maintaining  or  increasing  New  York  City's  attractiveness  for 
their  activities. 

Administration  and  Finance 

Perhaps  the  most  dramatic  and,  easily,  the  most  noticeable 
favorable  economic  trend  has  been  the  office  building  boom 
and  the  marked  increase  in  white  collar  workers.  Of  the  coun- 
try's 500  largest  corporations,  140  have  their  executive  head- 
quarters in  New  York  City.  In  terms  of  companies  with  assets 
of  more  than  a  million  dollars,  there  are  1,236  such  companies 
having  their  headquarters  in  New  York  City.  In  addition,  gov- 
ernmental office  workers  constitute  an  important  group,  for  the 
City  of  New  York  now  has  1,721  government  offices,  several 
hundred  of  which  have  brought  high-salaried  foreign  govern- 
ment officials  and  their  families  to  the  City. 

In  Manhattan,  34.1  million  square  feet  of  office  space  was 
added  from  1947  through  1959,  and  a  further  11.5  million  square 
feet  of  construction  are  scheduled  for  completion  in  1960-1961, 
with  22  more  buildings  in  the  planning  stage  and  due  for  com- 
pletion after  1961.  For  the  period  1947-1961  this  new  construc- 
tion will  give  the  City  a  total  of  45.6  million  square  feet  of 
new  office  space.  The  previous  building  boom  period  of  1925- 
1933  created  30.4  million  square  feet  of  new  office  space.  With 
new  space  has  come  new  jobs  and  the  1947-1956  period  wit- 
nessed a  10%  growth  in  office  jobs-from  755,000  to  830,000. 

This  growth  in  office  jobs  might  appear  to  be  incompatible 
with  the  declining  job  opportunities  in  manufacturing  and  re- 
tailing, since  the  migratory  or  disappearing  factory,  retail,  or 
wholesale  establishments,  it  might  be  presumed,  would  take 
their  office  workers  with  them.  The  explanation  lies  in  the  num- 
ber of  office-oriented  enterprises  that  have  remained  in  or  have 
come  to  the  City,  and  have  flourished  here. 

Financial  institutions,  security  firms,  banks,  and  insurance 
companies  live  on  information  and  thrive  on  negotiation;  and 
negotiation  depends  to  a  large  extent  on  personal  confrontation. 


Very  significant  to  note,  these  are  all  enterprises  which  must 
tap  a  very  large  number  of  trained  women  to  perform  the 
clerical  and  secretarial  work  indispensable  to  and  character- 
istic of  such  business.  These  financial  enterprises  account  for 
something  near  78,000  employees  in  all  of  New  York  City, 
with  66,700  of  them  in  Manhattan's  central  business  district. 

Excluding  those  in  what  might  be  loosely  termed  the  finan- 
cial community,  the  office  workers  in  other  kinds  of  office  jobs 
in  New  York  number  more  than  75%  of  all  the  895,000  such 
jobs  that  are  found  in  the  entire  New  York  Metropolitan 
Region.  They  include  employment  in  central  office  services  tied 
to  the  central  office  function,  public  utility  offices,  real  estate 
offices,  government  offices,  nonprofit  institutions,  radio,  tele- 
vision, and  news  syndicate  offices,  and  other  office  jobs  not  easily 
classified.  These  activities  also  depend  on  trade  and  on  the 
latest  possible  information,  as  well  as  on  face-to-face  negotia- 
tion or  confrontation.  The  availability  of  a  large  supply  of 
skilled  labor,  including  many  working  women,  is  crucial. 

With  manufacturing  and  retailing  establishments  leaving 
the  City,  office  activities  and  employment  become  more  and 
more  vital  to  New  York's  continued  economic  health.  Over  a 
quarter  of  all  jobs  in  the  City  are  office  jobs  and  many  other 
jobholders  are  dependent  on  them.  Surrounding  and  serving 
the  central  office  are  innumerable  accountants,  lawyers,  archi- 
tects, engineers,  consultants,  specialists,  and  others,  furnishing 
miscellaneous  services  and  supplies. 

However,  this  pattern  is  not  immutable ;  it  is  susceptible  to 
change.  The  routine  functions  of  large  headquarters  offices, 
including  mechanized  data  processing,  could  be  split  off  from 
the  activities  of  the  top  personnel  who  are,  after  all,  the  only 
ones  requiring  the  latest  information  and  the  face-to-face  per- 
sonal contacts.  Moreover,  substantial  shifts  would  follow  if 
some  or  all  of  the  factors  affecting  the  mass  labor  force  changed. 

This  could  come  about  if  young  women  find  New  York  City  in- 
creasingly unattractive  from  the  point  of  view  of  accessibility, 
public  safety,  transportation,  housing  costs  or  availability, 
social  environment,  or  for  other  reasons.  Mass  transportation 
difficulties  and  costs  are  already  exercising  an  influence  on 
clerical  workers  who  live  in  the  suburbs  to  find  employment 
near  their  homes. 

There  is  no  doubt  that  the  city  government  of  New  York 
can  play  a  determining  role  in  the  retention  and  expansion  of 
office  work  jobs.  It  must,  because  the  future  pattern  of  office 
employment  in  New  York  City  will  influence  heavily  its  eco- 
nomic future.  The  efficiency  of  the  mass  transportation  system, 
the  providing  of  a  safe,  clean,  and  comfortable  city  in  which 
to  work,  the  adequacy  and  availability  of  suitable  housing,  the 
general  social  environment -all  these  are  sensitive  to  local 
government  action  or  inaction.  All  these  are  vital  to  the  de- 
cisions of  office  workers  and  employees  to  remain  in  the  City  or 
not. 


Physical  Facilities  of  the  City 

In  any  maturing  or  older  city  such  as  New  York,  there  is 
always  the  ever-pressing  problem  of  how  both  the  private  and 
public  physical  facilities  can  be  renewed  or  replaced  in  order  to 
keep  up  with  changing  demands,  and  to  prevent  deterioration 
and  economic  blight. 

Certainly,  one  important  consequence  of  the  adverse  trends 
in  manufacturing,  retailing,  and  wholesaling  is  that  in  the 
relocation  and  decline  of  such  businesses,  the  buildings  formerly 
occupied  by  them  will  deteriorate,  since  the  old  physical  struc- 
tures, unless  improved  or  replaced,  will  tend  to  be  used  for 
less  productive  purposes.  In  favorable  locations  the  office  build- 
ing boom  has  speeded  the  demolition  of  outdated  or  worn-out 
physical  structures.  In  less  favorable  locations,  the  problem  of 
aged  and  outmoded  business  and  industrial  structures  persists. 
As  a  striking  example,  in  the  area  south  of  Canal  Street,  Broad- 
way, and  the  Brooklyn  Bridge  approaches  known  as  Lower 
Manhattan,  there  are  in  a  tightly  packed  564  acres  some  2,776 
buildings,  of  which  52%  are  more  than  100  years  old.  Fortu- 
nately, in  this  instance,  the  Downtown-Lower  Manhattan 
Association,  a  group  of  business  and  civic  leaders,  is  working 
with  City  officials  to  redevelop  the  area. 

The  people  of  New  York  City  face  a  major  problem  in  the 
renewal  of  dwellings.  Only  194,000  new  dwelling  units  were 
built  in  Manhattan,  the  Bronx,  and  Brooklyn  from  1946  to 
1957.  Of  this,  public  housing  was  a  large  part  of  the  total, 
ranging  from  35%  in  Brooklyn  and  the  Bronx  to  38%  in 
Manhattan.  The  City  has  clearly  made  a  tremendous  effort  con- 
sidering all  the  political  obstacles  and  economic  and  administra- 
tive difficulties  involved.  Despite  the  obvious  need  for  close-in, 
low-rent  housing  for  low-income  families  and  the  recognition 
that  this  probably  cannot  be  provided  except  by  public  housing, 
the  question  of  the  financial  ability  and  desirability  of  the  City 

of  New  York  to  continue  or  increase  such  a  program  has  been 
seriously  questioned.  As  noted  in  1957  in  a  report  on  the  Organ- 
ization and  Management  of  the  New  York  City  Housing 
Authority  from  the  city  administrator  to  the  mayor,  New 
York  City's  public  housing  operations  comprise  the  largest 
single  residential  real  estate  operation,  public  or  private,  in  the 
nation.  Started  in  1936,  it  now  has  83  completed  projects  with 
41  more  under  construction  or  in  planning.  By  1962  when  all 
of  the  projects  will  be  finished,  the  New  York  City  Housing 
Authority  will  be  managing  124  projects  consisting  of  1,595 
buildings  and  representing  a  cost  of  approximately  two  billion 
dollars.  They  will  be  capable  of  housing  520,000  residents, 
more  than  6%  of  the  City's  total  population. 

But  with  all  the  public  programs  included,  New  York  City 
has  not  kept  up  with  its  housing  needs.  With  no  allowance 
being  made  for  the  needed  increase  in  housing  supply,  the 


total  amount  of  new  housing-  constructed  in  Manhattan,  Brook- 
lyn, and  the  Bronx  from  1946  to  1957  provides,  on  the  average, 
a  replacement  of  old  housing  at  only  a  fraction  of  1%  per  year. 
This  is  a  discouraging  fact  when  related  to  the  age  of  housing 
in  New  York  City  as  shown  in  Table  IX: 

Table  IX 

AGE  OF  HOUSING  IN  NEW  YORK  CITY 
1950 

Percent  in  each  borough* 


over  30 

21-30 

11-20 

0-10 

yrs.  old 

yrs.  old 

yrs.  old 

yrs.  old 

Manhattan 

71% 

17% 

6% 

6% 

Bronx 

38 

42 

13 

8 

Queens 

23 

41 

19 

16 

Brooklyn 

55 

30 

9 

6 

Staten  Island 

45 

35 

9 

10 

Source:  U  S  Department  of  Commerce,  Bureau  of  Census:  Census  of  Housing,  1950 
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This  aging  of  our  housing  brings  blight  and  slums  which,  in 
addition  to  being  problems  in  themselves,  lower  the  tax  base 
and  increase  the  demand  for  fire,  police,  sanitation,  and  other 
local  government  services  thereby  increasing  the  cost  of  gov- 
ernment. 

Turning  to  City  physical  properties,  including  streets,  sew- 
ers, water  systems,  hospitals,  prisons,  and  fire  stations,  one 


meets  an  equally  unsatisfactory  situation.  The  City  Planning 
Commission  in  its  November  1957  Capital  Budget  Message 
noted  that  of  the  proposed  1958  capital  budget  of  $600  million, 
almost  half  was  allocated  to  replacement  due  to  physical  deteri- 
oration and  obsolescence,  and  commented: 
...  the  problem  of  normal  replacement  is  seriously  compounded 
by  the  enormous  backlog  of  obsolescence  and  worn-out  and 
obsolete  plant  and  equipment  we  have  inherited.  This  sorry 
inheritance  is  largely  the  result  of  two  factors:  the  unprece- 
dented increase  in  the  amount  of  depreciable  property  at  or 
approaching  the  age  of  replacement;  and  the  penny-wise  main- 
tenance practices  followed  in  past  decades. 

As  to  the  public  schools,  the  situation  is  no  better.  While  the 
public  is  chiefly  concerned  with  the  need  for  new  schools,  the 
school  superintendent  stated  a  few  years  ago  that  the  major 
problem  from  now  on  is  in  fact  replacement  of  worn-out  and 
over-age  school  plant. 

There  can  be  little  doubt  that  one  of  the  top  continuing 
challenges  to  both  business  and  government  in  the  foreseeable 
future  is  how  best  and  how  vigorously  can  the  process  of  re- 
newing and  rebuilding  New  York  City  be  pursued. 

PERPLEXITIES  OF  MUNICIPAL  FINANCE 

The  differing  characteristics,  trends,  and  problems  that  have 
been  previously  described  overlap,  supplement,  multiply,  or 
offset  one  another.  But  all  of  them  have  one  common  denomina- 
tor—they all  affect  in  one  way  or  another  the  costs  and  revenues 
of  the  City's  government.  Some  items  figure  prominently  on 
the  cost  side  of  City  operations ;  others  relate  to  tax  income  or 
the  need  and  ability  of  the  City  to  tax  and  borrow.  There  is 
probably  no  very  exact  way  in  which  the  fiscal  implications  of 
these  many  diverse  forces  and  trends  can  be  precisely  meas- 
ured. Taken  all  together,  they  do  show,  however,  the  many 
financial  perplexities  that  unfortunately  are  an  all-important 
part  of  the  underlying  causes  of  the  present  picture. 

Before  proceeding  to  the  specifics  of  New  York  City's  fiscal 
situation,  the  situation  of  cities  generally  should  be  noted. 
Nearly  everyone  is  conscious  that  in  recent  years  all  levels  of 
government  in  the  United  States  have  been  spending  more 
and  more  money  with  the  inevitable  consequence  of  higher  taxes 
and  higher  borrowings.  Increasingly  the  State  and  Federal 
government  are  paying  for  a  larger  part  of  certain  local  gov- 
ernmental costs.  But  most  significantly  local  government's  per- 
centage of  the  total  tax  collections  has  declined.  Thus,  in  terms 
of  what  the  various  levels  of  government  in  the  United  States 
take  in  taxes  as  a  percentage  of  the  total  income  of  the  United 
States,  the  following  trends  from  1922  to  1957  stand  out: 

(a)  The  share  taken  by  all  governments  of  the  total  national 
income  of  the  country  has  more  than  doubled,  rising  from 
12.4  to  29.4  \  . 

(b)  The  share  taken  by  the  national  government  has  increased 
over  3y2  times,  rising  from  5.8  to  21.1%. 


(c)  The  share  taken  by  all  the  state  governments  has  tripled, 
rising"  from  1.5  to  4.4%. 

(d)  The  share  taken  by  all  the  various  local  governments  has 
declined  by  about  20%,  from  5.1  to  4.0%. 


GOVERNMENTAL  SHARE 
OF  NATIONAL  INCOME 


1922  1957 


This  trend  is  shown  in  more  detail  in  Table  X.  The  onus  in 
these  trends  can  hardly  be  ascribed  to  inflationary  trends,  for 
they  have  affected  not  too  unequally  costs  and  income  of  both 
governments  and  citizens  alike.  However,  both  the  Federal 
and  State  governments  are  increasingly  paying  a  part  of  local 
governments'  costs  by  grants-in-aid  and  other  similar  arrange- 
ments. 

These  figures  tell  nothing  about  the  expenditures  of  the  three 
levels  of  government.  Actually  the  absolute  expenditures  of 
local  government  are  increasing  even  more  rapidly  than  its 
tax  receipts,  since  local  government  has  been  receiving  larger 
state  and  Federal  grants-in-aid.  The  expenditures  of  all  cities 
over  25,000  in  the  United  States  increased  by  50%  between 
1946  and  1957.  Against  this  background,  the  following  facts 
about  New  York  City  and  its  surrounding  areas  are  pertinent: 
(a)  Local  government  expenditures  in  New  York  City  rose  by 
152%  from  1945  to  1955  while  the  total  income  of  City 
residents  increased  by  only  42%  in  the  same  period. 


(b)  Local  government  expenditures  in  the  nearby  New  York 
and  New  Jersey  suburbs  increased  by  190%  from  1945  to 
1955  while  suburban  residents'  total  income  increased  by 
137%  for  the  same  period. 

Table  X 


TAX 

RECEIPTS  AS 

PERCENT 

OF  NAT 

ONAL  INCOME 

FOR  SELECTED  YEARS: 1922 

to  1957 

National  Income 

Tax  Receipts  as  Percent  of  National 

Income 

(In  Billions) 

Total 

Federal 

State 

Local 

1922 

$  607 

12.4% 

5.8% 

1.5% 

5.1% 

1927 

801 

11.7 

4.1 

2.0 

5.6 

1932 

425 

18.9 

4.2 

4.5 

10.1 

1940 

816 

17.5 

6.9 

5.1 

5.5 

1946 

1,795 

27.2 

21.0 

3.3 

2.9 

1950 

2,419 

22.6 

15.6 

3.8 

3.3 

1954 

3,018 

30.1 

22.4 

4.1 

3.6 

1955 

3,302 

26.6 

19.2 

3.8 

3.6 

1956 

3,508 

28.5 

20.6 

4.2 

3.7 

1957 

3,665 

29.4 

21.1 

4.4 

4.0 

Sources:  National  income  figures  from  Simon  Kuznets  National  Income  and  Its 
Composition,  1919-1938,  National  Bureau  of  Economic  Research,  New  York,  1941; 
U.S.  Department  of  Commerce,  Office  of  Business  Economics,  National  Income  1954, 
(A  supplement  to  the  Survey  of  Current  Business)  and  Federal  Reserve  Bulletin, 
December,  1959.  Tax  figures  are  from  U.S.  Department  of  Commerce,  Bureau  of 
Census,  Historical  Statistics  of  State  and  Local  Government  Finances  1902-53  and 
Summary  of  Government  Finances  (Annual  reports  1950-58). 

With  these  general  background  facts  in  mind,  a  look  can  now 
be  taken  first  at  the  increases  in  local  government  services  and 
then  at  the  increases  in  their  costs. 

The  growth  of  the  governmental  job  in  New  York  City  dur- 
ing the  past  ten  years  is  illustrated  in  Table  XI . 

Next  it  is  appropriate  to  translate  City  services  into  dollar 
costs.  This  is  done  in  Table  XII  for  the  major  items  in  the 
operating  costs  of  New  York  City. 

As  Table  XIII  shows,  the  expenditures  of  New  York  City's 
government,  like  those  of  other  cities,  have  followed  a  marked 
upward  trend  in  recent  years.  While  total  operating  expenses 
rose  from  $1.1  billion  in  fiscal  1948-1949  to  $2  billion  in  fiscal 
1957-1958,  an  increase  of  81  percent,  most  of  this  increase  in 
dollars  can  be  attributed  to  the  following  five  major  activities 
which  absorb  over  80 %  of  the  total  costs: 

(a)  Education  costs-up  80%  from  $231  to  $416  million 

(b)  Hospital  and  welfare  costs-up  62.57c  from  $254  to  $413 
million 

(c)  Debt  service-up  88.6%,  from  $185  to  $349  million 

(d)  Public  safety  expenses-up  82%  from  $132  to  $240  million 

(e)  Contributions  from  the  City  to  city  employee  pension 
funds-up  159%  from  $75  to  $194  million. 

In  considering  these  rising  costs  in  city  government,  allow- 
ance must  be  made  for  the  effect  of  inflation  or  rising  prices. 


Table  XI 

GROWTH  OF  THE  CITY  GOVERNMENT  JOB.  1949  to  1958 


Type  of  Service 


Level  of  Service 


%  Increase 


Welfare 

1949 

1958 

(or  Decrease) 

Total  Persons  as  of  December 

356,246 

370,927 

4.1% 

Dependent  Children  (No.  Persons) 

136,373 

194,832 

42.9 

Old  Age  Assistance  (No.  Persons) 

61,128 

45,241 

(26.0)* 

Aid  to  Disabled  (No.  Persons) 

Not  Available 

26,977 

** 

Adult  Institutional  Care  (No.  Persons) 

7,272 

11,232 

54.5 

Education 

Average  Daily  Registration 

in  Public  Schools 

844,657 

940,639 

11.4 

Hospitals 

Total  In-Patient  Days 

7  770  000 

n  i  ?)*** 

\l  1  -CI 

Total  Out-Patient  Clinic  Visits 

2  100  000 

?  finn  nnn 

CJ.O 

^nprial  Wncnital  flinir  Vicitc 

JU.UUU 

1 33  nnn 

1  Jj.UUU 

ice  n 

100. U 

Public  Safety 

Number  of  Fires 

44.400 

53,000 

19.3 

Number  of  Building  Inspections 

928,000 

1,240,000 

33.6 

Number  of  Traffic  Accidents 

24,200 

36,680 

51.6 

Emergency  Squad  Calls 

15,300 

24,200 

58.2 

Total  Arrests 

148,600 

171,200 

15.2 

Adult  Felony  Arrests 

14,500 

26,000 

79.2 

Juvenile  Arrests 

3,823 

11,570 

203.0 

Notes:  *The  decrease  in  local  public  assistance  for  the  aged  is  due  to  the  increasing  scope  of 
coverage  by  Federal  Social  Security  (Old  Age  and  Survivor's  Insurance). 
**Aid  to  Disabled  not  reported  as  a  separate  item  in  1949. 

** "This  decrease  is  due  to  progress  in  clinical  medicine,  rapid  development  of  home  care  service, 
and  expansion  of  domiciliary  institutions  for  patients  with  chronic  conditions 

Sources:  1949  and  1958  Annual  Reports,  Departments  of  Welfare,  Hosptals,  Fire  and  Police.  1958 
Annual  Report  of  the  Board  of  Education. 

Table  XII 

GROWTH  OF  OPERATING  EXPENDITURES  FOR 


SELECTED  FUNCT 

ONS:  NEW 

YORK 

CITY: 

1949 

to  1958 

Expenditures 

Percent  of  Total 

%  Dollar 

(Millions  of  dollars: 

Increase 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Service  or  Function 

•48-'49 

'57'58 

•48-'49 

•57-'58 

1949-1958 

Education  and  Libraries 

$  231 

$  416 

21% 

21% 

80.1% 

Hospitals  &  Social  Welfare 

254 

413 

23 

21 

62.5 

Debt  Service 

185 

349 

17 

17 

88.6 

Public  Safety 

132 

240 

12 

12 

81.8 

Pensions 

75 

194 

7 

10 

159.0 

Sanitation  and  Health 

59 

123 

5 

6 

108.5 

General  Government 

62 

93 

6 

5 

50.0 

Public  Enterprises 

31 

50 

3 

2 

61.3 

Other 

74 

124 

6 

6 

67.5 

Total 

$1,103 

$2,002 

100% 

100% 

81.2% 

Source.  Statistics  compiled  by  Citizens  Budget  Commission  from  the  Annual  Report  of  the 
Comptroller  of  the  City  of  New  York. 
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$2,002 


$416 
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Social  Welfare 
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123 


Pensions 
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Fiscal  '48-'49 
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The  Office  of  Business  Economics,  U.S.  Department  of  Com- 
merce has  calculated  that  during  the  period  1949  through  1957 
the  "cost  of  state  and  local  government  purchases  of  goods 
and  services"  increased  by  37.5 r'c  while  individual  consumers 
experienced  price  increases  amounting  to  about  21%.  Thus, 
in  terms  of  dollars  of  constant  purchasing  power,  New  York 
City's  expenditures  have  increased  not  80%  but  50';  . 

Just  as  annual  operating  costs  have  spiralled  upward,  so 
too  has  the  City's  indebtedness  increased.  From  a  gross  funded 
debt  of  slightly  under  three  billion  dollars  in  1945,  New  York 
City  has  rapidly  increased  its  gross  capital  indebtedness  to 
where  it  is  now  well  over  four  billion  dollars.  Not  only  does 
the  City  have  the  largest  gross  funded  debt  of  any  American 
city,  and  this  might  be  expected,  but  it  also  has  the  largest 
debt  on  a  per  capita  basis.  Table  XIII  gives  a  breakdown  of  the 
City's  total  indebtedness  by  major  categories.1 

Table  XIII 

LONG  TERM  DEBT  OF  THE  CITY,  1959 

New  York  City,  as  of  June  30.  1959 

Public  Enterprises: 


Transit,  including  pensions 

$1,578,664,764 

Water  Supply 

749,248.525 

Docks  and  piers 

149,637.769 

Sewage  treatment  works 

114,839.395 

Others 

71.088,603 

Total  Public  Enterprises 

$2,663,479,056 

General  City  Purposes: 

Education  (school,  colleges,  libraries) 

668.593.108 

Sanitation  &  Health 

225,654,920 

Highways  &  Bridges 

137,537,199 

Others 

292.450,021 

Total  General 

$1,324,235,248 

Assessable  Improvements 

148.850,000 

Total  City  Funded  Debt 

$4,136,564,304* 

New  York  City  Housing  Authority  7/1/59 

$  957,345,327" 

Triborough  Bridge  &  Tunnel  Authority  1/1/59 

$  186.675.000*** 

TOTAL,  CITY  AND  AGENCIES 

$5,280,584,631 

•City  also  had  $25,726,000  bond  anticipation  notes  outstanding 
'•Authority  also  had  S305.762.601  temporary  loan  notes  outstanding 
"•Authority  also  had  $50,000,000  notes  outstanding, 

?S«  fo?onnual  R6,P0rt  °f  the  ComPtro,,er  °f  the  City  of  New  York  for  the  fiscal  year 
1958-1959  annual  report.  1958,  Tr.borough  Br.dge  &  Tunnel  Authority;  Statement 
prepared  by  the  Comptroller  of  New  York  City  Housing  Authority.  >iaie™ni 

It  is  interesting  to  note  that  the  annual  interest  and  amorti- 
zation charges  on  the  total  indebtedness  of  the  City  of  New 
York  are  greater  than  the  total  annual  operating  costs  of  both 

fiinHhpTf ?Ce  Sh,Tld  P  made  WithJn  these  figures  for  the  City's  sinking 
fund  held  for  redemption  on  part  of  this  debt.  The  sinking  fund  of  June  30 
194o  amounted  to  $656,832  745  and  on  June  30,  1959,  $846,378°407 (  An- 
nual Reports,  New  York  City  Comptroller,  1944-45  and  1958  59  ) 


the  police  and  fire  departments.  This  debt  costs  $349,000,000 
for  the  fiscal  year  1957-58  and  according  to  a  report  of  the 
City  comptroller  will  be  $400,000,000  on  the  City's  gross  funded 
debt  for  the  fiscal  year  1959-60. 

Another  way  of  examining  New  York  City's  expenditures 
is  to  determine  whether  or  not  they  are  out  of  line  with  those 
of  other  large  cities.  This  must  be  done  carefully  to  make  sure 
that  equivalent  services  are  compared  because  not  all  cities 
provide  the  same  variety  or  type  of  services.  In  some  cities,  for 
example,  the  school  budget  is  not  included  as  a  part  of  a  city's 
expenditure  because  it  is  handled  by  an  independent  school 
district. 

This  obstacle  to  inter-city  comparisons  is  overcome,  in  part, 
by  totaling  the  expenditures  of  all  local  units  which  make  a  con- 
tribution to  the  support  of  government  services  performed 
within  the  boundaries  of  the  cities  being  compared.  There  is 
one  further  limitation  which  cannot  be  overcome  and  this  re- 
lates to  the  role  of  the  state.  When  a  state  contributes  to  city 
expenditures  through  grants-in-aid  or  shared-taxes  the  ex- 
penditure is  recorded  as  being  made  by  the  city;  but  when  the 
state  possesses  direct  responsibility  for  a  function  the  expendi- 
ture is  not  recorded  as  a  city  expenditure.  This  makes  inter-city 
comparisons  for  the  functions  of  public  welfare,  highways,  and 
health  and  'hospitals  particularly  difficult  since  some  states 
assume  major  direct  responsibility  for  these  functions. 

Table  XIV  presents  per  capita  costs  by  function  for  the  10 
largest  cities  in  the  United  States.  These  figures  include  ex- 
penditures by  all  local  governments  performing  services  with- 
in the  cities.  They  do  not  include  direct  state  expenditures  but 
do  include  state  grants-in-aid  and  shared-taxes.  The  figures 
given  are  for  1953  and  population  figures  are  for  1950.  It  would 
be  desirable  to  have  later  figures  but  population  changes  since 
1950  are  based  on  estimates  and  it  seems  wise  to  stick  to  the 
hard  data  of  1950.  That  the  relationship  of  New  York  City 
expenditures  to  those  of  other  large  cities  has  not  drastically 
changed  since  1953  is  indicated  by  the  42.2$  increase  in  ex- 
penditures by  the  government  of  New  York  City  between  1953- 
1958  compared  to  a  37.1  %  increase  in  the  total  expenditu  res  of 
the  next  nine  largest  city  governments. 

Thus,  on  the  basis  of  comparative  charges  for  various  local 
government  services,  New  York  City  does  not  compare  un- 
favorably with  other  large  cities.  It  ranks  3rd  in  total  expendi- 
tures per  capita  and  only  in  recreation  is  the  per  capita  cost 
the  lowest  for  all  ten  cities.  In  interest  on  general  debt  and 
housing  and  community  development  it  ranks  highest  and  in 
education  and  health  and  hospitals  it  ranks  next  to  the 
highest.  In  all  the  others,  it  corresponds  closely  to  the  general 
average.  Different  conclusions  can  be  drawn  from  these  com- 
parisons of  per  capita  costs  for  various  governmental  services. 
The  most  obvious  is  that  New  York  City  is  spending,  what, 


Table  XIV 


DOLLAR  COST  PER  CAPITA  OF  SELECTED  EXPENDITURES  IN  TEN  LARGEST  CITIES,  1953 

—  FUNCTIONS  — 

Non-       Housing*  Interest 


High- 

Sanita- 

Public 

Educa- 

Health & 

Rec  rea- 

(*  A  m  m  1 1  n  1 1  w 

General 

on  Gen- 

Other & 

City 

Total 

Police 

Fire 

ways 

tion 

Welfare 

tion 

Hospitals 

tion 

Transport. 

Development 

Control 

eral  Deb» 

Unallocable 

New  York  City 

'186.24 

1248 

7.27 

14.50 

10.78 

23.98 

44.93 

22.65 

4.44 

2.78 

16.53 

7.93 

8.90 

9  10 

Chicago 

135.40 

11.09 

4.87 

19.64 

13.23 

5.59 

36.33 

8.52 

9.85 

2.18 

7.10 

6.48 

3.35 

7.17 

Philadelphia 

135.68 

11.30 

7.51 

8.16 

13.28 

3.22 

37.49 

7.47 

4.58 

8.32 

600 

7.03 

8.28 

13.05 

Los  Angeles 

221.13 

17.01 

9.71 

13.12 

8.88 

36.13 

71.58 

13.33 

4.99 

5.59 

11.28 

9.80 

3.06 

16.64 

Detroit 

159.85 

13.73 

5.34 

14.36 

12.70 

5.50 

50.86 

17.80 

6.10 

.98 

6.18 

7.33 

3.23 

15.73 

Baltimore 

156.26 

11.70 

8.30 

15.30 

9.90 

13.38 

43.06 

8.18 

6  46 

1.99 

15.94 

4.82 

5.71 

11.51 

Cleveland 

146.76 

13.14 

7.25 

14.31 

16.27 

8.83 

42.11 

13.41 

7.11 

3.41 

3.04 

6.08 

3.09 

8.70 

St.  Louis 

105.06 

11.74 

5.64 

3.73 

4.03 

.57 

30.22 

14.93 

5.19 

3.32 

1267 

5.74 

1.05 

6.23 

Washington.  D  C. 

169.87 

14.00 

643 

11.41 

9.65 

10.82 

40.28 

29.14 

5.79 

.03 

10.04 

8.27 

.50 

23.50 

Boston 

213.95 

18.09 

13.95 

10.57 

9.13 

39.36 

35.43 

21.99 

6.21 

.48 

15.18 

9.05 

6.56 

27.95 

N.  Y.  C. Rank 

3 

6 

5 

3 

5 

3 

3 

2 

10 

5 

1 

4 

1 

7 

•Figures  for  individual  functions  do  not  add  to  exact  total  because  of  rounding. 

Source:  U.S.  Department  of  Commerce:  Bureau  of  the  Census,  Local  Government  Finances  in  City  Areas  in  1953  (State  anl  Local  Government:  Special  Studies.  No.  39) 


except  for  recreation,  appears  to  be  an  average  or  adequate 
amount  of  money. 

Rising-  costs  of  government  operations  of  the  City  of  New 
York  become  a  serious  problem,  both  economically  and  polit- 
ically, when  the  ability  of  its  residents  to  pay  these  costs  does 
not  increase  correspondingly.  There  appears  to  have  been  a 
considerable  lag  in  the  growth  of  such  fiscal  ability  in  recent 
years.  During  the  period  1949-58,  operating  costs  of  the  City 
government  rose  by  more  than  809c.  In  this  same  period,  how- 
ever, the  total  personal  income  of  New  York  City's  residents 
increased  477c,  and  if  allowance  is  made  for  income  tax  with- 


er 


holding,  disposable  income  increased  by  only  23 

Because  of  New  York's  position  as  a  world-trade,  service, 
and  financial  center,  and  its  status  as  a  place  of  productive 
employment  for  many  nonresidents,  the  personal  income  of 
its  residents  is  not  a  complete  measure  of  the  City's  ability  to 
raise  revenue.  But  the  economic  bases  of  the  City's  main 
sources  of  tax  revenue  also  have  not  been  expanding  as  rapidly 
as  have  revenue  needs.  A  considerable  part  of  the  increase  in 
New  York  City's  tax  revenue,  therefore,  has  resulted  from  in- 
creases in  tax  rates. 

The  largest  single  component  of  the  City's  revenue  is  the 
real  property  tax.  The  next  in  order  of  yield  is  Federal  and 
State  aid,  and  the  third  largest  comprises  the  City's  retail  sales 
and  gross  receipts  taxes.  This  is  shown  in  Table  XV. 

The  real  property  tax  as  a  source  of  revenue  has  been  de- 
clining in  relative  importance  and  as  the  table  shows,  ac- 
counted for  only  43 c/<  of  total  general  revenues  in  1958  com- 
pared with  62' :  in  1942.  (It  is  worth  noting,  however,  that  the 


Table  XV 

SOURCES  OF  CITY'S  INCOME:  1942.  1950  and  1958 

(In  Millions  of  Dollars) 


%  of  Total 
1942  Contrib. 


%  of  Total 
1950  Contrib. 


%  of  Total 
1958  Contrib. 


Property  Taxes  $467.6 

Sales  &  Gross  R.  74.0 
Inter-gov't  (State 
and  Federal 

grants-in-aid)  145.9 
Other  (Licenses, 
charges  & 

misc.)  64.0 

TOTAL  $7515 


62.2  $  526.7 
9.8  227.7 


19.4 


309.4 


44.6 
19.2 


26.1 


882.9 
414.9 


467.9 


42.8 
20.1 


22.6 


8.6  117.5  9.9  298.9  14.5 
100.0      $1,181.3      100.0      $2,064.6  100.0 


Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  Compendium  of  City  Govern- 
ment Finances,  1942,  1950,  and  1958. 

ratio  rose  to  457c  in  fiscal  1959.)  Receipts  from  the  real  prop- 
erty tax  actually  increased  68' c  from  1950  to  1958.  In  this 
instance  the  rate  of  increase  did  not  outrun  the  increase  in 
the  true  economic  base  of  the  tax,  as  much  as  it  did  the  assessed 
base.  From  1950  to  1958,  according  to  the  State  Board  of 
Equalization  and  Assessments,  the  market  value  of  taxable  real 
property  in  New  York  City  increased  47.1%.  That  assessed 
value  increased  only  21.2%,  necessitating  a  sharp  increase  in 
tax  rates,  reflects  the  failure  of  property  assessments  to  keep 
pace  with  the  rise  of  market  value. 

Few  new  buildings  are  being  constructed  for  industrial  uses. 
Residential  housing  is  being  replaced  at  a  rate  of  less  than 
1%  a  year.  Office  buildings,  generally  speaking,  are  the  only 
new  buildings  being  constructed  in  any  great  numbers,  but 
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*  of  Total  Contribution  100* 
Other  (Licenses, 
charges  &  misc. 


State  and  Federal  ^  jg  4  ^« 
grants-in-aid 

i 


100* 


100* 


Sales  &  Gross 
Receipts 


Property  Taxes 


1942 


1950 


1958 


15* 


they  represent  a  tax  area  where  there  may  be  a  reluctance  to 
"kill  the  goose  that  hopefully  is  continuing  to  lay  golden  eggs"  ; 
thus,  the  real  estate  tax  seems  destined  to  contribute  a  smaller 
and  smaller  proportion  of  city  revenues. 

The  sales  tax  was  enacted  in  1934  at  a  2%  rate,  lowered  to 
c  in  1941,  raised  to  2%  again  in  1946,  and  to  3%  in  1951. 
Tax  revenue  from  the  sales  tax  increased  from  $132.2  million 
in  1950  to  $256.8  million  in  1958,  an  increase  of  947c.  Since 
the  tax  rate  during  this  period  increased  by  50  per  cent  only 
about  half  of  this  greater  revenue  is  attributable  to  an  increase 
in  the  tax  base.  The  sales  tax,  of  course,  is  responsive  to  the 
price  index  and  to  the  extent  of  further  price  increases  the 
revenue  from  the  sales  tax  will  increase.  With  suburban  areas 
giving  city  retail  shops  stiffer  and  stiffer  competition  and  with 
the  shift  of  branch  retail  outlets  to  suburban  areas,  considera- 
tion of  the  sales  tax  as  a  revenue  producer  must  be  balanced 
with  concern  over  the  extent  to  which  it  might  become  a  deter- 
rent to  the  City's  economic  health  as  well. 

The  other  large  contribution  to  the  City's  tax  income  is  the 
gross  receipts  tax,  which  is  a  general  business  and  financial  tax 
levied  against  the  gross  receipts  of  general  business  and  the 
gross  income  of  commission  merchants,  securities  dealers  and 
other  financial  businesses.  Introduced  in  1934  at  rates  of  1/20 
of  1%  on  gross  receipts  and  1/10  of  1%  on  gross  income  the 
rates  have  undergone  several  changes  and  today  are  2/5  of  1% 
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on  gross  receipts,  with  the  first  $10,000  exempt  from  the  tax, 
and  lVfe%  on  gross  income,  with  an  exemption  of  $5,000.  From 
1950  to  1958  the  yield  from  this  tax  increased  by  75  per  cent. 
The  total  base  of  the  tax  increased  for  this  period  by  only  31 
per  cent,  again  showing  the  importance  of  increased  rates  to 
New  York  City's  revenue  increases.2 

State  and  Federal  aid  rose  from  $309.4  million  in  1950  to 
$467.9  million  in  1958,  an  increase  of  51%.  Despite  the  rate 
of  increase  this  source  of  the  City's  income  declined  from  27  7^ 
of  the  total  in  1950  to  237c  of  the  total  in  1958.  The  nature  of 
the  aid  programs  accounts  largely  for  the  decline  of  the  rela- 
tive importance  of  this  source  of  income. 

The  bulk  of  this  fiscal  aid  comes  from  the  State,  both  from 
the  State's  own  revenue  and  from  Federal  grants  to  the  State 
that  are  passed  on  in  part  to  local  governments.  Without  going 
into  the  many  intricacies  of  this  subject,  it  may  be  said  in  brief 
summary  that  the  State  aid  programs  for  local  governments 
include  the  per  capita  grant  for  general  government  purposes; 
aids  for  education  based  partly  on  pupil  population  but  de- 
signed to  compensate  for  unequal  local  fiscal  capacity ;  aids  for 
welfare,  health,  hospitals,  and  various  other  purposes  that  are 
distributed  in  a  fixed  ratio  to  approved  local  expenditures; 
housing  subsidies  related  to  local  housing  operations  financed 
by  State  and  other  nonfederal  loans;  and  highway  aid,  which 
includes  State  arid  Federal  assumption  of  construction  costs  of 
arterial  highways  in  cities— an  item  not  included  in  the  income 
figures. 

It  may  be  seen,  from  the  foregoing  summary,  that  the  State 
aid  programs  are  geared  only  in  part  to  expanding  revenue 
needs.  Grants  related  to  the  matching  or  reimbursement  of 
expenditures  for  specific  purposes  tend  to  keep  pace  with  the 
growth  of  local  requirements.  The  per  capita  grant,  however, 
has  remained  unchanged  at  $6.75  since  its  initiation  in  1946. 
Under  the  formulas  for  distribution  of  school  aid,  New  York 
City  receives  a  lower  portion  of  the  State's  total  grants  for  this 
purpose  than  in  former  years  because  its  school  population 
represents  a  decreasing  proportion  of  the  State's  total. 

New  York  City,  like  all  large  and  maturing  cities,  surrounded 
by  a  more  rapidly  growing  metropolitan  area  stretching  out 
beyond  city  limits,  faces  a  difficult  tax  dilemma.  The  ideal  way 
to  meet  increasing  local  government  costs  is  for  the  kind  of 
healthy  economic  expansion  and  growth  that  provides  increas- 
ing tax  revenue  from  a  larger  and  larger  tax  base  without 


2The  revenue  figures  used  here  for  the  sales  gross  receipts  taxes  were 
obtained  from  the  Annual  Reports  of  the  Comptroller  of  the  City  of  New 
York  and  from  the  New  York  City  Department  of  Finance.  There  are  dis- 
crepancies between  these  figures  and  those  compiled  by  the  U.S.  Census 
Bureau  as  given  in  Table  XV  because  of  differences  in  classification.  The 
basic  trends  shown  in  the  discussion,  however,  are  not  affected. 


increase  in  the  tax  rates.  As  cities  mature,  their  rate  of  growth 
tends  to  slow  down  and  to  finally  cease  or  decline.  An  increase 
in  tax  rates  to  meet  increased  costs  may  damage  the  tax  base 
to  such  an  extent  that  a  decline  there  will  offset  the  expected 
increase  in  revenue  by  the  increase  in  rate. 

New  York  already  presents  one  of  the  highest  tax  cost  loca- 
tions for  business  activities  in  the  New  York  Metropolitan 
Region.  A  1955  study  of  tax  costs  in  the  region  for  industrial 
firms  found  that  of  64  possible  locations  in  the  New  York  Metro- 
politan Region,  Manhattan  ranked  sixth,  the  Bronx  seventh, 
Brooklyn  ninth,  and  Queens  twelfth  highest  in  tax  cost.  While 
tax  costs  are  not  apt  to  be  the  prime  motivating  factor  in 
determining  location,  the  incentive  of  possible  tax  savings 
along  with  other  contributing  factors  may  speed  the  departure 
of  business  firms  from  New  York  City  when  the  City  very  much 
needs  to  retain  them  for  its  future  economic  well-being. 

At  the  risk  of  considerable  oversimplification,  the  nub  of 
New  York  City's  perplexity  not  only  in  municipal  finances  but 
also  in  terms  of  variety,  scope,  and  quality  of  local  government 
services  is  that  during  the  period  1949  to  1958: 

(a)  Operating  costs  of  the  City  government  rose  by  more  than 
80%. 

(b)  The  total  personal  income  of  New  York  City  residents 
increased  47%,  and  if  you  make  allowance  for  income  tax 
withholdings,  their  disposable  income  increased  by  only 
23%. 

(c)  Although  market  value  of  real  estate  increased  by  56.1  %  , 
assessed  values  increased  by  only  24.7'.  . 

CONCLUSION 

This  recital  of  background  facts  and  trends  leads  to  the 
following  inescapable  conclusions: 

(a)  New  York  City's  continuing  greatness  depends  on  a  num- 
ber of  matters  including  the  courageous  and  effective  di- 
rection by  the  elected  officials  of  its  City  government. 
New  York  City  has  reached  a  critical  turning  point  in  its 
long  history -one  that  is  important  to  the  City  and  also 
to  the  State  because  both  are  involved.  This  turning  point 
is  the  end  of  swift,  irrepressible,  and  almost  automatic 
growth  and  expansion.  Gone  are  the  days  when  the  rapid 
growth  of  a  young  city  permitted  a  passive  city  govern- 
ment to  be  concerned  only  with  routine  city  services  and 
to  continue  smugly,  relying  on  fast  growth  to  take  care 
of  the  mistakes  and  extravagances  of  the  present.  No 
longer  can  city  government  drift  aimlessly;  it  must  pro- 
vide skilled  and  courageous  direction  to  take  advantage  of 
favorable  circumstances  and  to  correct  or  minimize  ad- 
verse and  harmful  trends.  As  a  city  matures  or  ages,  the 
local  government's  role  in  influencing  the  basic  underly- 
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ing  civic  and  economic  health  of  the  community  becomes 
more  and  more  important.  This,  of  course,  does  not  nec- 
essarily mean  an  extension  of  city  operation.  But  it  does 
require  beneficial  governmental  policies  and,  most  import- 
antly, an  awareness,  an  action  program,  and  a  government 
set-up  adequate  and  willing  to  face  the  task.  New  York 
City's  continuing  growth  will  depend  on  effective  govern- 
mental top  management  which  knows  where  it  is  going, 
which  enlists  private  enterprise  as  its  partner,  and  which 
will  spend  the  City's  limited  funds  to  best  advantage. 

(b)  The  answer  that  what  the  City  of  New  York  needs  is 
more  money  and  that  its  problems  could  be  solved  with 
more  taxes  is  both  superficial  and  fallacious.  With  tax 
resources  shrinking,  the  City  has  no  choice  but  to  be 
highly  selective  in  the  service  it  renders  and  to  recognize 
that  it  must  live  within  its  means.  Instead  of  performing 
haphazardly  a  myriad  of  services  in  trying  to  do  all  things 
for  all  people,  it  must  concentrate  on  doing  well  those 
essential  services  which  it  must  provide.  Above  all,  there 
must  be  emphasis  on  quality  of  service,  high  performance 
standards,  and  leadership  so  that  the  present  capital  and 
expense  budgets  will  not  be  materially  increased.  This 
demands  the  utmost  in  efficiency  and  economy,  utilizing  all 
the  management  skills  and  techniques  that  have  been  ap- 


plied so  successfully  in  nongovernmental  activities  and 
that  give  New  York  City  world  leadership  in  management. 

(c)  Population  shifts  and  recent  migration  pose  difficult  new 
problems  for  the  government  of  New  York  City  and  for 
the  appropriate  methods  of  reaching  major  policy  deci- 
sions. The  problem  is  essentially  the  impact  of  a  new  wave 
of  migrants  with  lesser  economic  and  educational  status 
and  opportunities.  It  is  not  one  of  color  of  skin.  While  any 
migration  under  present  conditions  creates  higher  govern- 
mental costs  and  educational,  housing,  and  other  social 
problems,  the  result  in  the  very  near  future  will  be  to 
enrich  the  receiving  community  culturally  as  well  as  eco- 
nomically. This  has  been  the  experience  of  mankind  in 
every  new  land  and  especially  here  in  New  York  City 
which  in  the  past  has  accepted  and  absorbed  as  many  as 
a  million  migrants  in  a  single  year  to  its  unmistakable 
ultimate  advantage.  It  is  important  that  special  attention 
and  emphasis  be  placed  by  New  York  City's  local  gov- 
ernment on  a  program  to  facilitate  and  expedite  the  as- 
similation of  the  City's  low-income  newcomers. 

(d)  Finally,  New  York  City  can  never  achieve  the  type  of 
government  it  needs  and  deserves  without  a  much  im- 
proved citizen  interest  and  participation.  The  job  cannot 
and  will  not  be  done  if  an  apathetic  citizenry  is  so  absorbed 
in  personal  and  business  activities  that  it  appears  dis- 
interested or  content  with  conditions  as  they  are.  The 
major  task  of  improving  New  York  City  will  have  to  be 
carried  out  by  the  business  and  civic  leaders,  the  mer- 
chants, the  financiers,  the  builders,  the  communications 
media,  the  professional  services,  the  educational  and  cul- 
tural resources,  the  entertainment  world,  the  religious, 
civic,  and  labor  groups  of  this  rich  and  complex  commu- 
nity. But  these  forces,  individually  and  combined,  can  suc- 
ceed only  with  the  help  of  coordinating,  conditioning,  and 
controlling  services  and  direction  which  can  be  furnished 
only  by  and  through  local  government.  A  truly  effective, 
efficient,  economic,  and  democratic  local  government  is 
essential,  but  it  will  be  forthcoming  only  to  the  extent  that 
our  citizens  by  their  civic  zeal  and  action  demand  and 
deserve  it. 
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DISTRIBUTION  OF  NEW  YORK  METROPOLITAN 

REGION  EMPLOYMENT  AND  SHARE  OF 
UNITED  STATES  EMPLOYMENT,  1947  AND  1956 
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RETAIL  EMPLOYMENT8:  Distribution  Within  the  New  York  Metropolitan 
Region  and  Region  Share  ot  the  United  States  -  1929,  1939,  1948.  1954 
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1.3 

2.7 

Dutchess 

256 

38.9 
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Somerset 
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Fairfield  County 
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206.0 

15.3 
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Note:  Detail  may  not  add  to  total  due  to  rounding. 

•The  following  categories  of  employment  are  included  in  this  table:  mining,  contract  construction, 
manufacturing,  public  utilities,  wholesale  trade,  retail  trade,  finance  and  services.  In  1956  these 
employment  categories  covered  about  62  4  per  cent  of  total  paid  civilian  employment.  The  following 
employment  groups  are  not  included  in  this  table  agriculture,  domestic  service,  government,  inter- 
state railways,  certain  nonprofit  organizations,  self-employed,  and  oceanborne  seamen.  The  pub- 
lished 1947  total  of  continental  U.  S.  employment  was  adjusted  to  exclude  an  estimate  for  ocean- 
borne  seamen. 

'The  New  York  Metropolitan  Region  is  comprised  of  the  five  counties  of  New  York  City  and  the 
17  counties  in  the  states  of  New  York.  New  Jersey,  and  Connecticut  noted  in  this  table. 

•The  shares  of  United  States  employment  located  in  the  New  York  Metropolitan  Region  and  in 
New  York  City  are  as  follows: 

1947  1956 

New  York  Metropolitan  Region  12.9  12.1 

New  York  City  8.6  7.3 

Sources:  County  Business  Patterns,  First  Quarter  1947,  U.  S.  Social  Security  Board.  County  Business 
Patterns,  First  Quarter  1956,  U  S.  Bureau  of  the  Census  and  U.  S.  Bureau  of  Old-Age  and  Survivors 
Insurance. 


UNITED  STATES 
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METROPOLITAN  REGION" 
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5.344.2 


Bergen 

Essex 

Hudson 

Passaic 

Union 

Middlesex 

Monmouth 

Morris 

Somerset 

Connecticut 
Fairfield  County 


624  8 
408.5 
232.3 
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New  Jersey  Counties      135.0  21.6 


1939 

Number   Percent  of 
(000)       N  Y  M  R 

6.213.9 


3.1 


698  3 
439.6 
235.4 
42.8 
52.2 
102.7 
65 

78.7 
20.2 
10.3 
31.0 
.8 
6.1 
2.8 
7.7 

157.3 
15.8 
52.1 
28.7 
16.8 
15.1 
10.3 
9.6 
5.9 
3.1 

22.7 


100.0 
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57.2 
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28.3 
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1954 

Number  Percent  o 
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219.1 
41.7 
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99.3 
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16.6 
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1.0 
6.7 
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25.3 
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255 
18.7 
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12.7 
13.7 
8.0 
4.0 

27.9 


100.0 
57.1 


23.8 
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Note  Detail  may  not  add  to  total  due  to  rounding. 

a  Retail  employment  covers  paid  employees  working  a  full  week  plus  proprietors  of  unincorporated 
establishments,  except  for  1939,  in  which  year  part-time  paid  employees  are  also  included, 
b.  The  shares  of  United  States  retail  employment  in  the  New  York  Metropolitan  Region  and  in 
New  York  City  are  as  follows: 

1929  1939  1948  1954 

New  York  Metropolitan  Region  n.7  11.2  10.3  9.9 

New  York  City  7.6  7.1  6.3  5.7 

Source:  1929  U.S.  Census,  Retail  Distribution 

1939,  1948,  1954,  U.S.  Census  of  Business,  Retail  Trade 
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Table  C 


WHOLESALE  EMPLOYEES':  Distribution  Within  the  New  York  Metropolitan 
Region  and  Region  Share  of  the  United  States:  1929,  1939,  1948,  1954 
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48.9 

12.7 
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Bergen 

.5 

1.2 

3.2 

7.7 

Essex 

10.5 

14.1 

22.0 

21.5 

Hudson 

6.0 

7.0 

98 

12.6 

Passaic 

1.9 

28 

4.5 

66 

Union 

10 

1.5 
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7.7 
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1.5 
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4.3 
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1.0 

1.0 

1.3 

1.9 
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.4 

.3 

.6 

1.0 
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.1 

.2 

.3 

.6 
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Note:  Oetail  may  not  add  to  total  due  to  rounding. 

a  Wholesale  employees  covers  all  paid  employees,  full  and  part  time. 

b  The  shares  of  United  States  wholesale  employees  in  the  New  York  Metropolitan  Region  and  in 
New  York  City  are  as  follows: 


1929 
17.8 
15.7 


1939 
18.1 
15.5 


1948 
16.8 
13  7 


New  York  Metropolitan  Region 

New  York  City 
c  Less  than  50  employees. 
Source  1929,  U.  S.  Census,  Distribution 

1939,  1948,  1954,  U.  S.  Census  of  Business,  Wholesale  Trade,  for  each  of  these  years. 


1954 
14.7 
11.1 


Table  D 


MANUFACTURING    WAGE  EARNERS: 
Distribution  Within  the  New  York  Metropolitan  Region  and  Region  Share  of 
the  United  States:  1929,  1939,  1947,  1954 


UNITED  STATES 


1929 

Number  Percent  of 
(000)  N.Y.M.R 

8,369.7 


NEW  YORK 

METROPOLITAN  REGION'  1,022.1  100.0 

New  York  City1  563.2  55.1 

Manhattan  328.2 

Bronx  25.0 

Queens  55.2 

Brooklyn  146.6 

Richmond  8.2 

Other 

New  York  Counties  54.4       5  3 

Nassau  3.6 

Suffolk  2.8 

Westchester  26.1 

Putnam  .2 

Dutchess  7.4 

Rockland  3.7 

Orange  10.6 

New  Jersey  Counties      345.6  33.8 

Bergen  23.6 

Essex  92.1 

Hudson  90.4 

Passaic  57.8 

Union  28.5 

Middlesex  35.9 

Monmouth  6.1 

Morris  6.2 

Somerset  4.8 

Connecticut 

Fairfield  County  58.8  5.8 


1939 

Number    Percent  of 

(000)  N.Y.M.R. 

7,808.2 


507  7 
299.2 
17.2 
51.7 
133.7 
6.0 

49.0 
4.2 
3.1 

21  2 

b 

7.1 
4.6 
8.8 

334.2 
25.8 
77.6 
85.6 
56.7 
32.2 
36.0 
7.1 
6.3 
6.7 

59.5 


1947 

Number   Percent  of 
(000)  N.Y.M.R. 

11,917.9 


1954 

Number    Percent  of 
(000)  N.Y.M.R. 

12,373  0 


950.5     100.0      1,398.1     100.0      1,456.8  100.0 


53.4 


5.2 


35.2 


6.3 


741.2 
424.5 
34.0 
79.6 
194.3 
8.8 

95.5 
16.6 
10.8 
37.0 
.2 
12.2 
6.4 
12.1 

472.2 
42.4 
114.2 
113.2 
66.9 
54.2 
490 
10.0 
10.5 
11.7 

89.3 


53.0 


6.8 


33.8 


6.4 


743.9 
397.3 
43.0 
99.2 
196.2 
8.2 

1568 
49.1 
31.8 
38.4 
.4 
150 
8.8 
13.3 

475.3 
60.5 
105.8 
100.9 
58.5 
61.6 
51.5 
11.4 
13.7 
11.4 

80.6 


Note:  Detail  may  not  add  to  total  due  to  rounding. 

"The  shares  of  Un.ted  States  manufacturing  wage  earners  in  the  New  York  Metropolitan  Reg.on  and 
in  New  York  City  are  as  follows: 

1929  1939  1947  1954 

New  York  Metropolitan  Region  12.2  12.2  • 

New  York  City  M  6  5  6  2  M 

"Fewer  than  fifty  employees. 

Source:  1929.  1947.  1954,  U.  S.  Census  of  Manjfacturers.  Revised  1939  data  taken  from  1947  Census. 


51.1 


10.8 


32.6 


5.5 
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THE  DEVELOPMENT  OF  NEW  YO 
STRUCTURE:  1898  TO  THE  PRES 


The  Commission  believes  that  a  realistic  appraisal  of  the  pres- 
ent structure  of  New  York  City's  government  must  combine  a 
knowledge  of  how  and  why  it  evolved  into  its  present  form. 
Institutions  are  not  created  in  a  vacuum;  they  are  the  result 
of  their  historical  past. 

The  principal  changes  effected  in  the  New  York  City  charter 
over  the  years  provide  important  guideposts  to  the  history  of 
government  in  New  York  City.  These  guideposts  of  formal 
legislative  enactment  chart  the  development  of  the  City's  struc- 
ture of  government  as  it  has  changed  under  the  impact  of 
personalities,  politics,  the  expanding  economy  and  a  growing 
population. 

Municipal  governments  throughout  the  United  States  have 
undergone  many  changes  over  the  years.  The  most  basic  of 
these  has  been  the  shifting  of  power  from  city  councils  to  the 
city  executive  with  well-defined  administrative  responsibilities. 
But  New  York  City's  "borough  plan"  of  government  is  unique. 
Not  only  has  it  united  what  was  the  entire  New  York  metro- 
politan area  in  1898  under  a  common  government,  but  it  has 
also  attempted  to  retain  a  large  measure  of  local  autonomy 
in  the  boroughs.  Lack  of  complete  unity  and  continuing  com- 
mitments to  the  old  communities  have  had  a  significant  effect 
on  the  development  of  the  City's  government. 

New  York  City  as  it  is  known  today,  came  into  being  in  1898 
through  the  consolidation  of  the  City  of  Brooklyn,  the  City  of 
New  York,  including  Bronx  County  (which  was  formed  from 
lower  Westchester),  Long  Island  City  and  parts  of  Nassau 
County,  and  the  County  of  Richmond.  Although  the  physical 
boundaries  of  New  York  City  that  were  established  at  that 
time  have  remained  the  same,  there  has  been  continual  dis- 
satisfaction with  the  City's  governmental  structure,  resulting 
in  many  proposals  for  revision  that  included  some  substantive 

^Li^he  decades  prior  to  the  consolidation  of  1898  the  City 
grew  rapidly,  and  there  were  persistent  demands  for  improved 
governmental  services  and  additional  and  more  efficient  public 
utilities.  It  was  increasingly  urged  that  improvements  be  de- 
signed to  serve  not  only  New  York  City,  but  the  city  of  Brooklyn 
and  the  surrounding  areas  which  inevitably  would  become  a 


Chapter  2 


RK  CITY'S  GOVERNMENTAL 
ENT  CHARTER 


single,  greater  City.  Largely  through  the  efforts  of  Andrew  H. 
Green,  a  distinguished  public  servant  who  had  repeatedly  urged 
broad-scale  planning  of  improvements,  the  State  Legislature 
in  1890  created  a  commission  to  study  the  feasibility  of  con- 
solidation. In  1892,  the  commission  presented  two  bills  for 
consolidation  to  the  State  Legislature,  the  second  providing  for 
a  referendum,  which  was  held  on  November  6,  1894.  Despite 
an  almost  even  vote  in  Brooklyn,  a  majority  of  the  citizens  in 
the  other  areas  favored  consolidation.  In  1896,  the  Legislature 
created  a  charter  revision  commission ;  its  members  were  ap- 
pointed by  the  governor.  The  charter  proposed  by  this  com- 
mission was  signed  into  law  in  May,  1897.  Six  months  later, 
the  voters  of  New  York  Citv  participated  in  the  first  city-wide 
election  of  municipal  officials. 

1898  CHARTER 

The  main  problem  facing  the  commission  that  developed  the 
new  City  charter  was  to  unify  under  one  central  government 
the  several  cities  and  areas  that  heretofore  had  had  varying 
forms  of  government.  In  an  attempt  to  insure  a  strong  central 
government,  the  commission  granted  the  mayor  those  powers 
that  it  believed  would  make  his  responsibility  for  the  operation 
of  the  City's  government  clearly  visibly  to  the  electorate.  In  an 
attempt  to  facilitate  protection  of  local  interests,  the  charter 
created  a  new  institution-the  borough  president. 

A  Strong  Mayor 

The  essential  element  of  the  mayor's  power  came  from  his 
control  of  the  Board  of  Estimate  and  Apportionment  and  the 
Board  of  Public  Improvements.  He  had  the  power  to  appoint 
the  heads  of  all  executive  departments  except  the  comptroller. 
The  latter  continued  to  be  an  elected  official  on  the  theory  that 
the  City's  finances  should  be  under  the  jurisdiction  of  an  inde- 
pendent department.  The  mayor  had  absolute  power  of  removal 
over  every  administrative  officer  in  the  City-but  only  for  the 
first  six  months  of  his  administration. 

Until  1884,  the  mayor  had  been  the  only  city-wide  elected 
official  on  the  Board  of  Estimate.  In  that  year,  the  comptroller 


and  the  president  of  the  Board  of  Aldermen  became  elected 
officials,  which  meant  that  the  mayor  could  now  control  only 
one  official  on  the  Board.  Under  the  charter  of  1898,  the  bal- 
ance of  power  shifted  again,  when  the  corporation  counsel,  an 
appointee  of  the  mayor,  was  added  to  the  four-man  Board. 
Thus,  the  mayor,  in  effect,  now  controlled  three  out  of  the  five 
votes -his  own,  the  corporation  counsel,  and  the  president  of 
the  Department  of  Taxes  and  Assessments. 

He  also  exercised  extensive  control  in  the  Board  of  Public 
Improvements,  where  he  appointed,  in  addition  to  the  presi- 
dent, the  corporation  counsel  and  the  heads  of  all  departments 
concerned  with  public  works.  His  power  over  public  improve- 
ments was  enlarged  by  the  requirement  of  a  five-sixths  vote  of 
the  Municipal  Assembly  to  override  his  veto  on  such  measures. 

A  Bicameral  Municipal  Assembly 

The  Municipal  Assembly  created  in  1898  consisted  of  two 
houses:  an  upper  house,  or  Council,  of  29  members  elected 
from  Council  districts  of  more  than  350,000  population  each, 
and  a  lower  house,  or  Board  of  Aldermen,  consisting  of  60 
members,  one  elected  from  each  assembly  district  of  about 
50,000  population.  The  term  of  office  for  the  upper  house  was 
four  years  and  for  the  lower  house  two  years.  The  practice 
continued  of  having  department  heads  sit  in  the  Council  with 
the  right  to  participate  in  discussions.  These  agency  heads  also 
framed  and  proposed  ordinances.  In  addition,  each  ex-mayor 
had  the  privilege  of  membership  with  the  right  to  participate 
in  discussions. 

The  Board  of  Estimate  and  Apportionment 

The  Board  of  Estimate  and  Apportionment  continued  its 
functions  of  estimating  the  expense  of  conducting  the  City 
government,  of  establishing  a  tax  rate  based  on  this  estimate, 
of  issuing  of  stocks  and  bonds,  and  of  transfer  of  funds  from 
one  department  to  another.  But  one  significant  change  was  made 
in  respect  to  estimates  and  appropriations.  Before  consolida- 
tion, the  Board  of  Estimate  and  Apportionment  submitted  esti- 
mates to  the  Board  of  Aldermen,  who  then  returned  them  with 
suggestions  that  the  Board  could  accept  or  disregard.  Final 
approval,  therefore,  rested  with  the  Board  of  Estimate  and 
Apportionment.  Under  the  new  charter,  the  Board  submitted 
its  estimates  to  the  newly  created  Municipal  Assembly,  which 
had  power  only  to  reduce  items.  Appropriations,  then,  were 
acted  upon  by  the  Municipal  Assembly  without  further  review 
by  the  Board  of  Estimate  and  Apportionment. 

The  important  change  that  increased  the  authority  of  the 
Board  of  Estimate  and  Apportionment  was  the  requirement 
that  no  disposition  of  franchises  could  be  made  under  any  con- 
ditions by  the  Municipal  Assembly  without  the  approval  and 
concurrence  of  the  Board  of  Estimate  and  Apportionment. 


A  Board  of  Public  Improvements 

Impressed  by  the  success  of  the  Board  of  Estimate  and  Ap- 
portionment in  providing  expert  supervision  for  the  City's 
financial  and  business  affairs,  the  commission  made  provision 
in  its  charter  for  a  Board  of  Public  Improvements  to  provide 
the  same  quality  of  supervision  in  the  area  of  public  improve- 
ments. The  Board  was  given  jurisdiction  over  bridges,  streets, 
avenues,  the  water  and  sewer  systems,  and,  in  general,  all 
areas  of  public  works. 

The  Board  of  Public  Improvements  consisted  of  a  president 
appointed  by  the  mayor  and  the  commissioners  of  the  Depart- 
ment of  Water  Supply,  the  Department  of  Highways,  the  De- 
partment of  Street  Cleaning,  the  Department  of  Sewers,  the 
Department  of  Public  Buildings,  Lighting  and  Supplies,  and 
the  Department  of  Bridges.  All  of  these  commissioners  were 
appointed  by  the  mayor.  The  mayor,  the  comptroller,  the  cor- 
poration counsel,  and  the  five  borough  presidents  were  ex- 
officio  members  of  the  Board. 

The  function  of  the  Board  was  to  take  the  initiative  in  the 
planning  and  design  of  all  public  improvements.  It  was  the 
representative  of  city-wide  interests,  as  opposed  to  borough 
interests  represented  by  a  Local  Improvement  Board  estab- 
lished in  each  borough.  In  general,  local  improvements  were 
initiated  in  the  Local  Improvement  Board  and  then  were  ap- 
proved by  the  Municipal  Assembly.  Works  of  a  more  general 
public  nature  and  of  great  magnitude  and  cost  generally  orig- 
inated with  the  Board  of  Public  Improvements,  which  prepared 
the  plans,  estimated  the  cost,  and  determined  the  amount  of 
expense  to  be  borne  by  the  public  and  the  amount  to  be  borne 
by  the  property  benefited.  The  borough  presidents  sat  on  both 
the  Local  Improvement  Board  and  the  Board  of  Public  Im- 
provements, but  in  the  Board  of  Public  Improvements  they 
could  vote  only  on  matters  affecting  their  own  boroughs. 

Perhaps  in  no  other  section  of  the  charter  did  the  commis- 
sion find  it  necessary  to  enact  such  an  array  of  checks  as  in 
the  area  of  public  works.  The  decisions  of  the  Board  of  Public 
Improvements  had  to  be  submitted  first  to  the  Municipal  As- 
sembly, where  they  required  a  three-fourths  vote  for  approval. 
Then  the  Board  of  Estimate  and  Apportionment  had  to  grant 
approval  and  concurrence,  after  which  the  resolution  of  the 
Municipal  Assembly  went  to  the  mayor.  If  the  mayor  vetoed 
it,  a  five-sixths  majority  of  both  houses  of  the  Municipal  As- 
sembly was  necessary  to  override  his  veto. 

The  Borough  President 

Many  aspects  of  the  new  charter  reflected  concern  for  local 
autonomy  and  for  the  protection  of  local  interests.  Each  sub- 
division of  the  Greater  City  was  constituted  a  borough,  and 
was  headed  by  a  president  who  combined  the  functions  of  a 


borough  mayor  and  a  borough  council  and  who  was  removable 
on  charges  by  the  mayor,  but  only  with  the  governorTap 
proval.  These  borough  presidents  were  tied  in  with  he  centra 
government  through  membership  on  the  Board  of  Public  Im 
provements.  m~ 

To  give  each  section  of  the  City  a  voice  in  local  improvements 
affecting  it,  local  improvement  districts  coterminous  with  sena- 
torial districts  were  established  in  each  borough.  A  Local  Im 
provement  Board  in  each  district  was  presided  over  by  the 
borough  president  and  composed  of  the  aldermen  of  the  sena 
tonal  district.  In  general,  the  borough  presidents  had  little  to 
do  besides  presiding  over  the  meetings  of  these  Boards,  which 
considered  local  assessable  improvements. 

If  a  majority  of  the  population  of  a  district  was  found  by 
the  local  Board  to  favor  such  improvements,  the  matter  was 
placed  before  the  Municipal  Assembly,  which  then  had  power 
to  levy  the  assessment  and  order  a  contract  for  the  work  when- 
ever one-third  of  the  assessment  was  paid.  In  instances  where 
the  majority  of  property  owners  or  owners  of  the  majority  of 
the  property  were  opposed  or  where  one-third  of  the  assess- 
ment could  not  be  collected  in  advance,  the  matter  had  to  be 
transmitted  by  the  Local  Improvement  Board  to  the  Board  of 
Public  Improvements,  which  then  made  the  decision.  If  the 
Board  of  Public  Improvements  decided  that  it  was  in  the  City's 
interests  to  undertake  the  project,  the  matter  was  then  sub- 
mitted to  the  Assembly,  which  had  power  to  order  the  work  to 
be  done  and  to  issue  assessment  bonds,  subject  to  approval  by 
a  three-fourths  vote  of  each  house.  This  check  by  the  Board 
of  Public  Improvements  was  to  guard  against  the  possibility  of 
default  on  assessments,  which  were  counted  on  to  pay  for  as- 
sessment bonds  issued  by  the  Assembly  to  pay  contractors. 

Centralization  of  Power 

The  basic  structure  of  government  under  the  1898  charter 
consisted  of  a  strong  mayor,  who  had  veto  power,  appointive 
powers,  and  control  of  patronage.  The  Boards  of  Estimate  and 
of  Public  Improvements  had  powers  in  their  own  right,  but 
essentially  they  were  administrative  arms  of  the  mayor,  since 
he  could  dominate  both  bodies  through  control  of  a  majority 
of  their  membership.  Together  with  the  mayor,  these  Boards 
provided  an  important  check  upon  the  City  legislature.  The 
legislature,  in  turn,  was  transformed  from  a  unicameral  body 
to  the  new  Municipal  Assembly,  consisting  of  an  upper  and 
lower  house.  Its  powers  were  curtailed  in  two  respects:  first, 
through  dispersal  in  a  bicameral  legislature;  and  second, 
through  the  checks  exercised  by  the  governmental  bodies  under 
the  control  of  the  mayor.  Opposing  this  structure  of  central 
government  and  at  the  same  time  interwoven  with  it,  were 
local  governments  composed  of  the  borough  presidents  and  the 
local  improvement  boards.  With  all  these  innovations,  the  1898 


charter  had  serious  defects,  and  almost  immediately  after  its 
adoption  a  movement  began  for  its  revision. 

1901  CHARTER 

The  checks  and  balances  inherent  in  the  1898  charter  seri- 
ously inhibited  effective  legislation  and  important  govern- 
mental decisions.  Because  of  this  situation,  Governor  Theodore 
Roosevelt  appointed  a  State  Charter  Revision  Commission  in 
1900  to  simplify  the  machinery  of  government.  As  enacted 
changes  proposed  by  the  new  commission  had  four  principal 
effects : 

( 1 )  The  mayor's  power  was  weakened  by  his  losing  control 
of  the  Board  of  Estimate  and  Apportionment  and  by  the 
abolishment  of  the  Board  of  Public  Improvements. 

(2)  As  the  mayor's  dominance  ended,  the  Board  of  Estimate 
and  Apportionment  gained  new  authority  and  power, 
and  became  a  separate  and  competing  organ  of  govern- 
ment. 

(3)  The  borough  presidents  were  strengthened  at  the  ex- 
pense of  the  mayor  when  they  were  made  members  of 
the  Board  of  Estimate  and  Apportionment,  replacing 
the  mayor's  appointees  under  the  1898  charter.  This 
transformed  the  Board  into  a  body  composed  entirely  of 
elective  officials. 

(4)  The  Board  of  Aldermen,  which  replaced  the  bicameral 
Municipal  Assembly  under  the  1901  revision,  gained 
new  legislative  power  when  administrative  departments 
of  the  City  lost  the  power  they  had  possessed  under  the 
1898  charter  to  frame  ordinances. 

Reduction  of  Mayor's  Power 

Under  the  1901  revision  of  the  charter,  the  Board  of  Public 
Improvements,  formerly  controlled  by  the  mayor,  was  abol- 
ished. The  corporation  counsel  and  president  of  the  Department 
of  Taxes  and  Assessments,  who  were  the  mayor's  appointees 
on  the  Board  of  Estimate  and  Apportionment  under  the  1898 
charter,  were  removed  from  that  Board  in  1901.  In  their  place, 
the  five  borough  presidents  were  granted  membership  on  the 
Board.  In  addition,  the  comptroller  and  the  president  of  the 
Board  of  Aldermen  were  continued  on  the  Board.  The  effect 
of  these  changes  was  to  neutralize  the  mayor's  power. 

As  a  result  of  the  1901  revision,  the  Board  of  Estimate  and 
Apportionment  retained  all  the  powers  it  had  under  the  1898 
charter,  but  its  reconstituted  membership  made  it,  in  fact  if 
not  in  name,  the  most  important  administrative  body  in  the 
City  government.  The  distribution  of  votes  that  was  set  in 
1901  remained  until  1958. 


Through  combining  locally  elected  officers  with  officers 
elected  from  the  city-at-large,  the  Board  of  Estimate  and  Ap- 
portionment achieved  a  unique  synthesis  of  central  and  local 
government.  With  the  mayor's  domination  of  the  Board  no 
longer  assured  as  it  was  in  1898,  the  Board  of  Estimate  and 
Apportionment  became,  in  its  own  right,  a  powerful  institution 
of  government.  The  role  of  top  City  officials  was  enhanced  by 
membership  on  the  Board.  On  the  other  hand,  the  power  of  the 
Board  itself,  as  a  separate  institution  of  government,  increas- 
ingly competed  with  that  of  the  individual  officials  who  sat  on  it. 

Unicameral  Legislature  with  Increased  Power 

In  an  attempt  to  simplify  and  strengthen  the  legislative 
process,  the  revised  charter  centered  the  City's  entire  ordi- 
nance-making power  in  the  Board  of  Aldermen.  The  heads  of 
City  departments  lost  their  seats  in  the  now-defunct  Assembly 
but  retained  floor  privileges  in  the  Board  of  Aldermen,  so  that 
they  could  give  opinions  on  legislation  affecting  their  depart- 
ments. Aldermen,  on  the  other  hand,  had  the  right  to  summon 
department  heads  to  testify  on  the  affairs  of  their  depart- 
ments. Under  the  1898  charter,  the  Health,  Police,  Park,  Fire, 
Dock,  and  Building  Departments  could  originate  legislation. 
In  addition,  almost  every  modification  of  existing  ordinances 
affecting  these  departments  had  to  originate  with  the  depart- 
ment concerned.  The  Municipal  Assembly  could  only  adopt  or 
reject  ordinances  without  amendment.  In  1901,  these  powers 
of  the  departments  were  repealed. 

The  Board  of  Aldermen  did  not  have  the  power  to  increase 
the  number  of  items  as  a  whole  or  the  amount  of  an  item.  How- 
ever, it  could  reduce  the  items  as  a  whole  or  the  amounts 
within  the  individual  items  in  the  estimates  presented  by  the 
Board  of  Estimate  and  Apportionment.  These  reductions  were 
still  subject  to  the  mayor's  veto.  However,  only  a  three-fourths 
vote  was  now  required  to  override  the  veto  as  against  the  five- 
sixths  vote  required  under  the  1898  charter. 

Borough  Presidents  Strengthened 

Under  the  1898  charter,  the  main  functions  of  the  borough 
presidents  had  been  to  preside  over  Local  Improvement  Boards, 
a  responsibility  they  retained  in  1901,  and  to  sit  on  the  Board 
of  Public  Improvements,  where  they  cast  votes  only  on  matters 
affecting  their  boroughs.  As  members  of  the  Board  of  Estimate 
and  Apportionment  under  the  1901  revision,  they  now  had  a 
strong  voice  in  appropriations,  granting  of  franchises,  bond 
issues  and  budget  matters,  in  addition  to  the  powers  they 
retained  over  expenditure  of  funds,  as  administrative  heads 
of  their  boroughs. 

The  borough  presidents'  administrative  authority  increased 
under  the  1901  revision.  The  Department  of  Highways  De- 
partment of  Sewers,  Department  of  Public  Buildings'  and 


Lighting,  Department  of  Supplies,  and  the  Building  Depart- 
ment were  abolished  and  reconstituted  under  the  borough  presi- 
dents, who  had  power  to  appoint  the  heads  of  the  branches  of 
these  reconstituted  departments  established  in  each  borough. 
Along  with  the  decentralization  of  these  City  departments,  the 
Board  of  Public  Improvements  was  abolished. 

Diffusion  of  Power 

Under  the  1898  charter,  the  structure  of  government  was 
confused,  but  governmental  control  was  concentrated  at  the 
top  — in  the  mayor's  office.  Under  the  1901  revision,  the  struc- 
ture of  government  was  simpler,  but  governmental  control  was 
diffused  and  dispersed.  Elected  officials,  through  their  member- 
ship on  the  Board  of  Estimate  and  Apportionment,  increased 
their  power  at  the  expense  of  the  mayor's.  In  addition,  the 
Board  of  Estimate  and  Apportionment  emerged  as  the  single 
most  important  organ  of  City  government.  The  Board  of  Alder- 
men was  not  a  strong  contender  in  the  power  structure  of  the 
City  government,  despite  its  increased  role  in  framing  ordi- 
nances and  despite  a  reduction  in  the  size  of  the  legislative 
majority  required  to  override  the  mayor's  veto. 

Interestingly-and  significantly-one  of  the  strongest  pro- 
tests against  the  revised  charter  came  from  the  first  mayor  of 
the  newly  consolidated  City,  Robert  A.  Van  Wyck,  and  was 
directed  mainly  against  the  increased  authority  of  the  borough 
presidents. 

PROPOSALS  FOR  CHARTER  CHANGES,  1901-1923 

From  1901  on,  there  was  recurrent  agitation  for  revision  of 
the  charter,  resulting  in  a  number  of  proposals.  None  of  these 
proposed  charters  was  enacted,  although  some  of  their  provi- 
sions were  adopted.  Between  1907  and  1909,  two  commissions, 
authorized  by  the  State  Legislature,  appointed  by  the  gover- 
nor and  headed  by  William  M.  Ivins,  reported  to  the  Legislature. 

Original  Ivins  Commission 

The  first  commission,  known  officially  as  the  Charter  Revi- 
sion Commission  of  1907,  consisted  of  nine  men -the  mayor 
and  the  comptroller  of  New  York  City,  a  member  of  New  York 
City  s  Board  of  Aldermen,  and  six  other  persons.  The  commis- 
sion, which  was  authorized  July  17,  1907,  was  required  to 
report  to  the  Legislature  by  December  1  of  the  same  year 

A  month  was  spent  in  making  appointments  and  in  setting 
up  operations.  Thus,  the  Commission  had  roughly  three  months 
in  which  to  complete  its  work.  Under  these  limitations,  the 
Commission  decided  (1)  to  submit  a  statement  on  the  confused 
condition  of  the  law  as  it  affected  the  City;  (2)  to  point  out 
the  numerous  enactments  that  were  unincorporated  in  the 
existing  charter;  and  (3)  to  make  an  analysis  of  the  City's 


government  and  to  submit  recommendations  to  a  future  com- 
mission for  charter  reforms.  The  report  of  the  first  Ivins  Com- 
mission did  not  include  a  draft  of  a  charter;  instead,  it  recom- 
mended the  formation  of  another  commission  to  submit  such 
a  draft. 

Criticisms  of  Existing  Charter 

The  first  Ivins  Commission  criticized  overlapping  functions 
of  the  City's  departments,  pointing  out,  for  example,  that  waste, 
extravagance,  and  unsatisfactory  conditions  resulted  from  the 
lack  of  central  control  under  the  existing  charter.  The  Com- 
mission favored  centralization  of  authority. 

Another  criticism  of  the  charter  as  revised  in  1901  was  the 
absence  of  a  uniform  system  of  bookkeeping  and  accounting. 
Appropriations  were  made  principally  in  lump  sums  with 
scarcely  any  regard  for  their  relation  to  the  overall  finances 
of  the  City.  Departmental  reports,  especially  those  of  the  comp- 
troller, were  so  complicated  that  practical  measures  to  publi- 
cize the  City's  financial  condition  in  an  intelligent  fashion  were 
impossible.  The  Commission  contended  that  not  only  the  public 
but  the  government  itself  was  kept  uninformed  of  the  detailed 
work  of  the  various  departments.  The  Commission  indicated 
that,  from  time  to  time,  investigations  would  belatedly  disclose 
financial  abuses,  but  never  in  time  to  eliminate,  effectively  and 
economically,  various  bad  practices. 

The  Commission  was  especially  critical  of  the  practice  of 
dividing  responsibility  between  the  mayor  and  the  borough 
presidents.  It  felt  that  in  the  Borough  of  Manhattan,  at  least, 
the  plan  had  not  worked  well.  The  Commission  recommended 
continuance  of  the  borough  plan  in  modified  form,  mainly  be- 
cause the  economic,  social,  and  ethnic  differences  of  many  com- 
munities were  unique,  and  thus  required  some  measure  of  local 
autonomy.  The  Commission  favored  the  transference  of  a  large 
part  of  the  borough  governments'  administrative  powers  to 
central  governing  departments,  with  deputies  familiar  with 
borough  problems  serving  in  each  borough. 

Principal  Recommendations 

The  Commission  recommended  two  plans  for  a  reconstituted 
legislature.  The  first  plan  called  for  a  legislature  consisting  of 
the  five  borough  presidents,  one  elected  by  each  borough,  and 
sixteen  representatives,  or  aldermen,  elected  from  districts  into 
which  the  boroughs  would  be  divided.  The  total,  then  would 
be  twenty-one  members,  presided  over  by  the  president  of  the 
Board  of  Aldermen.  The  distribution  of  aldermen  was  to  be 
six  from  Manhattan,  four  from  Brooklyn,  and  two  from  each 
of  the  remaining  three  boroughs. 

The  second,  or  alternative,  recommendation  was  for  a  legis- 
lature, to  be  known  as  the  Board  of  Ordinances,  consisting o 
eleven  members:  the  vice-mayor,  corresponding  to  the  presi- 


dent of  the  Board  of  Aldermen;  the  comptroller;  four  mem- 
bers of  a  proposed  seven-man  Board  of  Estimate  and  Appor- 
tionment, especially  elected  to  serve  on  the  Board  of  Ordi- 
nances ;  and  the  five  borough  presidents.  The  Board  of  Ordi- 
nances would  meet  only  when  requested  to  by  the  mayor,  vice- 
mayor,  or  a  specified  member  of  the  Board.  All  of  the  ordinance- 
making  powers  scattered  among  various  departments  and 
boards,  such  as  Health,  Fire,  and  Parks  Departments  and  the 
Explosives  Commission,  were  to  devolve  upon  the  Board  of 
Ordinances. 

The  Board  of  Estimate  and  Apportionment  was  to  consist 
of  seven  members.  The  mayor  was  included  ;  the  borough  presi- 
dents were  excluded.1  This  Board  would  have  ultimate  control 
of  all  the  City's  business  and  financial  policies.  Under  this 
grant  of  power  to  the  Board  of  Estimate  and  Apportionment, 
the  work  of  the  legislature  would  consist  simply  of  ordinance- 
making  and  of  amending  the  administrative  code. 

The  Second  Ivins  Commission 

On  April  13,  1908,  the  State  Legislature  passed  an  act  pro- 
viding for  a  new  commission  to  be  known  as  the  New  York 
Charter  Commission.  This  commission  was  to  consist  of  fifteen 
persons  appointed  by  the  governor.  Among  the  fifteen  ap- 
pointees of  the  governor  were  eight  members  of  the  former 
commission,  including  the  chairman,  William  M.  Ivins,  who 
also  became  chairman  of  the  second  commission. 

The  main  effort  of  the  second  Ivins  Commission  was  directed 
at  revising  the  structure  of  the  charter,  separating  organic 
matters  of  government  from  administrative  details.  In  other 
words,  a  major  part  of  the  work  of  the  second  Ivins  Commis- 
sion represented  an  attempt  to  bring  order  out  of  the  chaotic, 
bulky,  and  cumbersome  structure  of  the  existing  charter.  Ac- 
cordingly, the  report  of  the  Commission  included  two  draft 
bills,  one  a  charter  and  the  other  an  administrative  code.  Be- 
sides formulating  structural  changes  in  the  charter,  the  Com- 
mission made  a  number  of  recommendations  for  changes  in  the 
government,  including  several  changes  at  the  highest  govern- 
mental level. 

Increased  Executive  Power  Recommended 

The  mayor's  appointive  powers  would  be  expanded  and  his 
right  of  executive  investigation  would  be  strengthened.  He 
would  be  authorized  to  appoint  an  advisory  board,  consisting 
of  landscape  architects  and  engineers  and  other  persons  that 
would  assist  the  Board  of  Estimate  and  Apportionment  in 
formulating  plans  for  the  comprehensive  improvement  of 
streets  and  parks.  In  addition,  he  once  again  would  have  ap- 
pointive power  over  the  commissioners  of  the  departments 

iThe  Commission  did  not  spell  out  in  detail  the  composition  of  the  recon- 
stituted Board  of  Estimate  and  Apportionment. 


concerned  with  public  works,  a  power  that  under  the  1901 
revision  rested  with  the  borough  presidents. 

To  guarantee  the  mayor's  right  of  executive  investigation, 
the  charter  submitted  by  the  second  Ivins  Commission  pro- 
posed that  the  investigative  functions  of  the  commissioner  of 
accounts  be  transferred  to  a  commissioner  of  inquiry.  The 
commission  believed  that  such  a  title  would  be  more  descrip- 
tive of  the  functions  of  this  office.  As  envisioned  by  the  second 
Ivins  Commission,  this  commissioner  of  inquiry  together  with 
his  two  deputies  would  be  granted  power  to  conduct  investi- 
gations into  the  affairs  of  any  office  or  division  of  the  City. 
Their  findings  would  be  reported  directly  to  the  mayor. 

The  Board  of  Estimate,  and  Apportionment 

The  majority  of  the  second  Ivins  Commission  favored  con- 
tinuing the  Board  of  Estimate  and  Apportionment  under  its 
existing  composition :  the  mayor ;  the  comptroller ;  the  presi- 
dent of  the  Council,  as  the  legislature  would  be  known;  and 
the  five  borough  presidents.  However,  the  borough  presidents 
would  be  stripped  of  administrative  functions  in  their  bor- 
oughs ;  henceforth,  they  would  be  required  to  devote  their  time 
exclusively  to  the  work  of  the  Board. 

In  its  charter,  the  second  Ivins  Commission  also  proposed 
seven  new  bureaus  to  help  the  Board  of  Estimate  and  Appor- 
tionment to  improve  coordination  of  the  City's  business  by 
protection  of  the  City's  rights,  preservation  of  the  City's  prop- 
erty, and  to  help  achieve  greater  economy  in  the  City's  pur- 
chases. The  proposed  bureaus  were  (1)  a  Bureau  of  Public 
Improvements  and  Engineering,  which  would  be  the  center  for 
planning  all  City  improvements.  (The  first  Ivins  Commission, 
it  will  be  recalled,  had  been  critical  of  the  division  of  the  plan- 
ning function  among  the  borough  presidents.  It  believed  that 
such  division  made  city-wide  planning  for  public  improvements 
impossible)  ;  (2)  a  Bureau  of  Franchises,  which  would  handle 
all  matters  pertaining  to  franchises;  (3)  a  Bureau  of  Real 
Estate,  which  would  administer  the  City's  real  estate  holdings; 
(4)  a  Bureau  of  Claims,  which  would  handle  claims  that  were 
formerly  adjusted  in  the  Finance  Department;  (5)  a  Bureau 
of  Salaries,  which  would  classify  and  grade  employees,  fix 
salaries,  and  enforce  the  Civil  Service  Law;  (6)  a  Bureau  of 
Statistics  and  Publicity,  which  would  be  in  charge  of  the  City 
Record  and  the  publishing  of  departmental  reports  and  public 
advertisements;  and  (7)  a  Bureau  of  Supplies,  which  would 
serve  as  the  central  purchasing  agency  for  all  supplies  used  in 
common  by  City  departments. 

A  Unicameral  Council 

The  City's  legislature  would  be  continued  as  a  single  body 
but  would  be  known  as  the  Council.  Its  membership  would  be 


reduced  from  73  to  39.  The  effect  of  this  reduction  would  be  to 
enlarge  the  Council  districts  and  make  the  Council  a  more  com- 
pact body.  Heads  of  departments  would  regain  seats  in  the 
Council  and  have  a  right  to  participate  but  not  to  vote. 

The  new  Council  would  retain  most  of  the  general  powers  of 
the  Board  of  Aldermen.  In  addition,  it  would  have  broadened 
legislative  power,  including  authority  to  coordinate  and  corre- 
late all  ordinances  and  departmental  regulations.  The  new 
Council  would  be  relieved  of  the  power  to  authorize  bonds  up 
to  $2,000,000  a  year,  a  power  held  by  the  old  Board  of  Alder- 
men under  1901  charter.  Their  right  to  fix  taxes  and  reduce 
specific  items  in  the  appropriations  would  be  continued. 

Ce n t ral ized  Adm in istra tion 

The  majority  of  the  members  of  the  second  Ivins  Commission 
favored  withdrawing  all  administrative  functions  from  the 
borough  presidents.  They  believed  that  "the  experiment  of 
electing  Borough  representatives  as  financial  officers  (members 
of  the  Board  of  Estimate)  to  vote  appropriations,  and  as  ad- 
ministrative officers  to  spend  appropriations  voted  to  them- 
selves, was  violative  of  the  fundamental  principles  inherent  in 
our  system,  namely,  that  appropriating  officers  should  never  be 
expending  officers  and  that  administrative  officers  should  be 
not  elective,  but  appointive,  and  be  at  all  times  clearly  within 
the  sphere  of  unitary  executive  responsibility."2 

Under  the  1901  revision,  the  functions  performed  by  the  de- 
partments of  Sewers,  Public  Buildings  and  Lighting,  and  High- 
ways had  been  placed  under  control  of  the  borough  presidents. 
The  Commission  recommended  a  return  to  the  centralization 
of  these  City  departments  that  existed  under  the  1898  charter. 
The  Building  Department,  which  in  1901  became  the  Bureau 
of  Buildings  under  the  borough  presidents,  would  be  recreated. 
A  Department  of  Street  Control  would  be  re-established  to  take 
over  the  jurisdiction  exercised  by  the  borough  presidents  in 
the  construction  and  repair  of  streets,  sewers,  pavements,  street 
openings,  street  cleaning,  lighting,  and  so  on. 

The  Hammond  Committee  1909-10 

After  the  second  Ivins  Commission  submitted  its  charter  in 
1909,  the  State  Legislature,  by  concurrent  resolution,  appointed 
an  eight-man  commission  officially  known  as  the  Legislative 
Committee  on  Charter  of  the  City  of  New  York.  The  Com- 
mittee, under  the  chairmanship  of  Fred  W.  Hammond,  was 
directed  to  evaluate  the  charter  and  administrative  code  sub- 
mitted by  the  Ivins  Commission  and  to  make  recommenda- 
tions to  the  Legislature  for  needed  amendments  to  perfect  this 
charter. 

The  Hammond  Committee  submitted  its  report  on  January 
28,  1910.  In  essence,  the  report  was  an  effort  to  set  forth  areas 
2Report  of  the  New  York  Charter  Commission,  March  8,  1909,  p.  8 


of  agreement  and  disagreement  with  the  charter  proposals  of 
the  Ivins  Commission.  The  report  was  critical  of  several  aspects 
of  the  Ivins  Commission's  recommendations,  including  those 
relating  to  the  structure  of  the  legislature  and  the  functions 
and  powers  of  the  borough  presidents. 

In  contrast  to  the  Ivins  Commission,  the  Hammond  Com- 
mittee believed  that  the  charter  should  be  one  instrument  in- 
stead of  the  two  proposed  by  the  Ivins  Commission.  If  amend- 
ment became  necessary,  the  Commission  reasoned,  it  would  be 
easier  to  accomplish  if  all  laws  and  administrative  details  were 
encompassed  in  one  instrument  instead  of  having  a  separate 
charter  and  administrative  code. 

The  Hammond  Committee  favored  a  large  legislature  rather 
than  a  small,  compact  body,  arguing  that  small  unpaid  bodies 
were  not  necessarily  less  corrupt,  as  the  Ivins  Commission  had 
contended. 

Contrary  to  the  Ivins  Commission,  the  Hammond  Committee 
supported  the  continuance  of  the  borough  presidents  on  the 
Board  of  Estimate  and  Apportionment  only  until  the  expira- 
tion of  their  term  of  office.  The  borough  presidents  would  then 
be  excluded  entirely  from  the  Board.  However,  there  was  some 
difference  of  opinion  as  to  how  the  borough  presidents  would 
be  replaced,  since  the  Committee  felt  the  Board  should  be  re- 
tained. The  Hammond  Committee  also  recommended  that  the 
borough  presidents  be  excluded  from  the  Board  of  Aldermen. 

The  Ivins  Commission  had  favored  stripping  the  borough 
presidents  of  their  administrative  functions,  which  were  to 
be  consolidated  in  central  agencies  such  as  the  Department  of 
Buildings  and  Department  of  Street  Control.  The  Hammond 
Committee  opposed  this  centralization  of  authority,  and  wanted 
the  borough  presidents  to  continue  to  exercise  those  administra- 
tive powers  they  possessed  under  the  existing  charter.  Also,  the 
Ivins  Charter  had  recommended  only  one  Local  Improvement 
Board  for  each  borough,  whereas,  under  the  then-existing  char- 
ter, there  was  one  Improvement  Board  for  each  senatorial  dis- 
trict in  a  borough.  The  Hammond  Committee  favored  the  con- 
tinuance of  this  existing  arrangement.  In  summary,  the  bor- 
ough presidents  were  viewed  as  local  administrative  officers, 
rather  than  legislators  representing  local  interests. 

The  Gaynor  Charter 

In  1911,  the  City  authorities  put  forth  a  charter  of  their 
own,  known  as  the  Gaynor  Charter,  after  William  J.  Gaynor, 
the  mayor  then  in  office.  The  charter,  which  Tammany  was  try- 
ing to  push  through  the  State  Legislature,  was  bitterly  oo- 
posed  by  civic  organizations  and  influential  citizens.  Known 
officially  as  the  Cullen-Foley  Bill,  the  Gaynor  Charter  passed 
the  State  Assembly  by  a  vote  of  76  to  57  but  failed  to  get 
through  the  Senate. 


The  Gaynor  Charter  would  have  revolutionized  the  power  of 
many  officials  including  the  mayor,  who  was  to  be  granted 
veto  power  over  resolutions  of  the  Board  of  Estimate  and  Ap- 
portionment relating  to  franchises  and  appropriations.  Twelve 
votes  would  be  required  to  override  the  veto.  The  vote  dis- 
tribution was  three  votes  each  for  the  mayor,  comptroller,  and 
president  of  the  Board  of  Aldermen,  two  votes  each  for  the 
borough  presidents  of  Manhattan  and  Brooklyn,  and  one  vote 
each  for  the  borough  presidents  of  the  Bronx,  Queens,  and 
Richmond,  making  a  total  of  16  votes.  This  meant  that  to  pass 
a  resolution  over  the  mayor's  veto  required  twelve  of  the  thir- 
teen votes  of  the  remaining  members. 

The  Bruere  Proposal 

In  1917,  Henry  Bruere,  a  former  Chamberlain  under  Mayor 
John  Purroy  Mitchell  (1914-1917),  submitted  a  proposal  for 
reorganizing  the  City  government.  The  proposal,  however,  was 
never  placed  before  the  State  Legislature. 

In  his  report  entitled  A  Plan  of  Organization  for  New  York 
City,  a  Mayor,  a  Board  of  Directors  and  a  City  Manager,  Bruere 
indicated  that  administration  of  the  City  was  becoming  in- 
creasingly complex.  It  was  impossible  for  any  one  person,  such 
as  the  mayor,  to  give  attention  to  the  details  of  city  administra- 
tion. As  a  result,  Bruere  contended,  the  Board  of  Estimate 
was  actually  providing  "the  supervision  that  in  theory  the 
Mayor  exercises.  No  Mayor  of  New  York,"  said  Bruere,  "has 
ever  systematically  exercised  it  [supervision]  and  no  future 
Mayor  will  be  able  to  do  so  under  the  present  form  of  organ- 
ization." 

Although  increasing  supervision  by  the  Board  of  Estimate 
and  Apportionment  had  the  acquiescense  of  responsible  officials 
and  the  approval  of  the  public,  Bruere  believed  such  super- 
vision had  to  "stop  short  of  actual  operative  direction.  To  give 
such  responsibility  to  the  Board,"  he  declared,  "would  increase 
rather  than  diminish  confusion  and  ineffectiveness  in  the  man- 
agement of  City  business." 

Therefore,  if  centralized  government  was  to  be  continued, 
Bruere  concluded,  the  mayor  would  have  to  be  relieved  of  the 
burden  of  administrative  detail.  At  the  same  time,  both  the 
Board  of  Estimate  and  the  mayor  must  have  the  services  of 
"an  agency  for  directing  and  coordinating  the  various  activities 
of  government  which  are  subject  to  appropriating  and  regula- 
tory authority." 

What  Bruere  envisioned  was  something  like  a  "general  man- 
agership in  a  corporation."  Its  functions  would  be  "wholly  on 
the  administrative  side,"  and  it  would  not  determine  policy  or 
have  any  voice  in  appropriations.  The  mayor  would  continue 
to  be  "the  Chief  Officer  of  the  City,  Chairman  of  the  Board  of 
Estimate  and  Apportionment,  the  Spokesman  for  the  City  on 
matters  of  policy  and  representation  and  the  general  super- 


vision  of  the  City  government." 

Bruere's  ideas  were  set  forth  in  two  plans  for  the  reorgani- 
zation of  municipal  government.  The  first  plan  would  have 
centralized  much  of  the  responsibility  for  administration  under 
a  city  manager.  The  second  plan,  somewhat  more  radical,  in- 
volved drastic  changes  in  the  administrative  functions  of  the 
five  borough  presidents.  They  were  to  be  relieved  of  their  re- 
maining departmental  jurisdiction  over  streets,  parks,  and 
sewers,  although  they  could  still  initiate  local  improvements 
as  chairmen  of  their  Local  Improvement  Boards.  The  main 
efforts  of  the  borough  presidents  under  Bruere's  scheme  were 
to  be  devoted  to  the  work  of  the  Board  of  Estimate  and  Appor- 
tionment. Bruere's  second  plan  also  involved  development  of 
more  highly  specialized  administrative  machinery  to  assume 
the  administrative  responsibilities  that  would  have  still  been 
exercised  by  the  borough  presidents  if  his  first  plan  were 
accepted.  The  highlights  of  both  of  these  plans  were: 

1.  The  mayor's  office  would  be  further  developed  as  a  center 
for  policy-guiding,  general  supervision,  and  control,  sim- 
ilar to  the  office  of  a  president  in  a  large  corporation. 

2.  The  Board  of  Estimate  and  Apportionment  would  become 
"a  board  of  direction  in  law  as  well  as  in  fact."  Imposed 
upon  it  would  be  "a  responsibility  that  it  now  regulates 
but  does  not  bear." 

3.  The  development  of  a  Department  of  Finance  in  which  full 
control  over  revenues,  funds,  and  disbursements  would  be 
centered.  Under  the  existing  structure,  these  functions 
were  scattered  to  some  degree  among  various  departments 
and  officials. 

4.  The  creation  of  an  office  of  city  manager  to  provide  "cen- 
tralized, responsible  executive  and  administrative  direc- 
tion." The  office  would  be  subject  either  to  control  by  the 
Board  of  Estimate  and  Apportionment  and  to  supervision 
by  the  mayor,  or  "would  be  responsible  to  and  appointed 
by  the  mayor  with  the  Board  of  Estimate  and  Apportion- 
ment exercising  only  administrative  regulation."  Under 
either  alternative,  there  would  have  been  a  "hybrid"  city 
official  unregulated  by  clear  lines  of  authority. 

Bruere  wanted  the  mayor  to  be  the  leading  member  of  the 
Board  of  Estimate  and  Apportionment.  He  suggested,  but  did 
not  recommend,  the  possibility  of  eventually  increasing  the 
mayor's  votes  at  the  expense  of  the  president  of  the  Board 
of  Aldermen. 

The  Home  Rule  Charter 

In  1921,  a  fifteen-man  charter  commission  was  created  by 
the  State  Legislature.  Included  among  the  members,  all  of 
whom  were  appointed  by  the  governor,  were  the  mayor  and 


comptroller  of  New  York  City,  a  borough  president,  and  a 
member  of  the  City's  legislature,  the  Board  of  Aldermen.  Offi- 
cially known  as  the  New  York  Charter  Commission,  the  group 
presented  its  report  and  an  accompanying  charter,  known  as 
the  Home  Rule  Charter,  in  March,  1923. 

The  three  basic  considerations  guiding  the  work  of  the  New 
York  Charter  Commission  were  (1)  reducing  the  bulk  of  the 
charter;  (2)  providing  for  a  greater  measure  of  home  rule; 
and  (3)  regulating  the  financial  administration  of  the  City.  Its 
principal  recommendations  concerned  the  division  of  admin- 
istrative and  legislative  powers  and  mainly  affected  the  Board 
of  Aldermen,  the  Board  of  Estimate  and  Apportionment,  and 
the  borough  presidents.  The  mayor's  powers  would  be  continued 
unchanged  except  that  he  would  exercise  veto  power  over  joint 
resolutions  of  the  Board  of  Aldermen  and  the  Board  of  Esti- 
mate and  Apportionment. 

Under  the  proposed  Home  Rule  Charter  of  1923,  self-govern- 
ment would  be  broadened  to  include  the  powers  necessary  for 
complete  local  governmental  and  administrative  autonomy. 

Under  the  1901  revision,  the  Board  of  Aldermen  had  to  con- 
cur on  certain  resolutions  of  the  Board  of  Estimate  and  Appor- 
tionment relating  to  bond  issues.  Under  the  Home  Rule  Charter 
of  1923,  the  Board  of  Estimate  and  Apportionment  would  have 
unrestricted  power  to  authorize  stock  and  bond  issues  up  to  50 
million  dollars  for  a  single  purpose.  The  charter  also  would 
have  granted  the  Board  of  Estimate  and  Apportionment  power 
to  authorize  public  improvements  up  to  $500,000. 

There  were  certain  powers  that  would  be  shared  jointly  by 
the  Board  of  Aldermen  and  the  Board  of  Estimate  and  Appor- 
tionment. These  included  authorizing  public  improvements, 
including  local  improvements  in  excess  of  $500,000  and  author- 
izing stock  and  bond  issues  in  excess  of  50  million  dollars. 
Aside  from  these  changes,  the  powers  of  the  Board  of  Estimate 
and  Apportionment,  by  and  large,  would  remain  unchanged. 

The  Home  Rule  Charter  proposed  in  1923  also  made  certain 
recommendations  affecting  the  chamberlain  and  comptroller. 
The  chamberlain,  or  treasurer,  who  was  appointed  by  the 
mayor  but  who  was  under  the  supervision  of  the  comptroller 
in  the  Department  of  Finance,  would  become  a  separate  head 
of  a  City  treasury  with  bureaus  for  collecting  taxes,  water 
rates,  and  license  fees.  The  purpose  of  this  change  was  to  sepa- 
rate the  Comptroller,  who  headed  the  principal  auditing  office 
of  the  City,  from  the  treasury,  which  was  the  collecting  and 
custodial  agency  for  the  City's  funds.  This  separation,  however, 
was  not  achieved  until  1938,  when  the  Department  of  Finance 
was  established  separate  from  the  comptroller. 

Summary  of  Charter  Proposals  1901-1923 

Charter  proposals  between  1901  and  1923  generally  favored 
greater  centralization  of  government;  increased  home  rule 


through  enlarged  powers  for  the  Board  of  Estimate  and  Appor- 
tionment, the  Board  of  Aldermen,  and  the  mayor;  and  a  reduc- 
tion in  the  size  of  the  Board  of  Aldermen  as  well  as  a  more 
representative  membership  in  that  body  through  proportional 
representation. 

Concern  over  powers  exercised  by  the  borough  presidents 
was  reflected  in  criticism  of  their  dual  roles  of  spenders  and 
participants  in  the  appropriation  process.  No  proposals  were 
made  by  charter-drafting  bodies  for  greater  decentralization  of 
government  or  increased  borough  autonomy.  A  few  recom- 
mended the  retention  of  those  powers  already  exercised  by 
borough  governments. 

None  of  the  charters  put  forth  between  1901  and  1923  was 
enacted,  but  some  of  their  provisions  were.  For  example,  in 
1924  the  commissioner  of  accounts  became  a  full-fledged  de- 
partment known  as  the  Department  of  Investigation,  under  the 
direction  of  a  commissioner  of  investigation.  In  1930,  a  one- 
man  Planning  Department  was  created. 

THE  IMPACT  OF  THE  CITY  HOME  RULE 
LAW,  1924 

Pressure  and  agitation  for  greater  local  control  of  City  affairs 
continued,  and  finally  led  to  a  State  constitutional  amendment 
granting  the  cities  of  the  State  wider  powers  of  home  rule.  To 
implement  the  provisions  of  this  amendment,  a  statute  known 
as  the  City  Home  Rule  Law  was  passed  in  1924.  In  theory,  this 
law  limited  the  State  Legislature's  power  to  enact  specific  laws 
pertaining  to  the  "property,  affairs,  or  government"  of  par- 
ticular cities.  Under  the  City  Home  Rule  Law,  these  powers 
were  transferred  to  municipal  councils,  boards  of  aldermen, 
and  city  commissions. 

Bicameral  Legislature  Formally  Recognized 

One  significant  effect  of  the  City  Home  Rule  Law  was  that 
the  Board  of  Estimate  and  Apportionment,  which  was  in  fact 
exercising  the  functions  of  an  upper  house,  now  was  recognized 
as  the  second  or  upper  branch  of  a  bicameral  legislature  known 
as  the  Municipal  Assembly.  The  Board  of  Aldermen  was  the 
lower  house.  Local  laws  could  originate  in  either  house,  but  in 
order  to  become  law  they  required  concurrence  by  the  majority 
in  both  houses  and  the  approval  of  the  mayor. 

The  City  Home  Rule  Law  resulted  in  an  extension  of  power 
for  both  the  Board  of  Aldermen  and  the  Board  of  Estimate  and 
Apportionment  in  that  way  they  were  now  empowered  to  legis- 
late on  matters  that  were  once  the  province  of  the  State.  But  the 
grant  of  power  under  the  City  Home  Rule  Law  was  not  as 
complete  as  it  seemed  at  first  glance.  In  the  opinion  of  some 
observers,  it  was  not  even  effective.  The  local  t*P*f™™ 
restricted  in  passing  laws  in  many  areas,  such  as  deb toits 
taxation,  issuing  of  bonds,  retirement  systems,  workmen  s 


compensation  law,  laws  interfering  with  the  powers  of  the 
State  comptroller  in  examining  municipal  accounts,  and  the 
property,  affairs,  and  government  of  counties.  The  area  of  City 
authority  was  not  clearly  defined,  as  evidenced  by  the  fact 
that  the  courts  set  aside  six  of  the  first  ten  measures  passed  by 
the  home-rule  legislature  in  1925. 

THE  PRELUDE  TO  THE  PRESENT  CHARTER 

Except  for  the  change  effected  by  the  Home  Rule  Law  of 
1924,  the  City's  top  structure  of  government  had  remained 
generally  unchanged  since  the  1901  revision.  But  in  1931,  trig- 
gered by  the  financial  downswing  of  the  1930's  and  the  disclos- 
ures of  the  Seabury  investigation,  a  movement  for  charter 
reform  began  to  take  shape. 

A  charter  revision  committee  appointed  by  Mayor  O'Brien, 
who  served  in  the  interim  following  Mayor  James  Walker's 
resignation  in  1933,  found  little  wrong  with  the  existing  charter 
and  gave  it  "sweeping  endorsement."  The  only  suggestion  it 
made  relative  to  the  Board  of  Aldermen  was  that  its  authority 
to  inspect  electric  signs  be  transferred.  However,  the  O'Brien 
administration  did  effect  some  changes.  Two  were  of  particular 
importance.  The  mayor  was  given  responsibility  for  budget 
preparation,  which  was  a  function  of  the  Board  of  Estimate 
and  Apportionment  under  the  1901  revision,  and  a  capital  out- 
lay budget  for  public  improvement  projects  was  established. 

In  1934,  the  State  Legislature  named  former  Governor  Al- 
fred E.  Smith  to  head  a  charter  revision  commission.  The  act 
setting  up  the  commission  provided  for  separate  presentation 
to  the  voters  of  proportional  representation  and  charter  re- 
form. The  reformers  were  counting  on  proportional  represen- 
tation to  break  Tammany  control,  which  operated  under  the 
district  majority  system  of  election.  They  argued  that  propor- 
tional representation  would  provide  broader,  better-qualified 
representation  in  the  Municipal  Assembly.  Moreover,  they  in- 
sisted that  the  absence  of  an  effective  minority  was  one  of  the 
more  important  conditions  contributing  to  the  ineffectiveness 
of  the  City's  legislature.  The  reformers  hoped  that  a  revised 
charter  would  provide  effective  machinery  for  efficient  govern- 
ment. 

Two  months  after  the  Smith  Commission  was  set  up,  Gov- 
ernor Smith  resigned,  condemning  the  majority  on  the  Com- 
mission as  "stowaways  who  were  put  on  board  with  monkey 
wrenches  to  throw  into  the  machinery  to  scuttle  the  ship."3 
Governor  Smith's  resignation  was  followed  later  by  most  of  the 
members  of  the  Commission  who  favored  substantial  revision: 
Samuel  Seabury,  Mrs.  George  E.  Wyeth,  George  Brockaw 
Compton,  James  Marshall,  and  Charles  H.  Tuttle.  Criticizing 
the  majority,  Judge  Seabury  stated : 

3Sha\v,  Frederick,  The  History  of  the  New  York  City  Legislature,  Sew 
York:  Columbia  University  Press,  1954,  p.  156 


This  group  from  the  very  commencement  engaged  in  a  series 
of.... filibustering  tactics.  Every  expedient  for  delay  was 
availed  of  .  It  was  obvious  that  they  were  not  amenable  to 
reason,  that  they  were  not  interested  in  the  merits  of  the 
questions  presented,  and  that  they  had  a  single  desire,  to  wit: 
to  perpetuate  a  governmntal  structure  under  which  every 
existing  opportunity  for  graft,  patronage,  and  misgovern- 
ment  would  be  retained.4 

Judge  Seabury  charged  that  what  was  left  of  the  Commis- 
sion was  "merely  a  mask  behind  which  the  safe  Tammany 
majority  would  see  to  it  that  nothing  was  accomplished."5  After 
these  resignations,  the  Legislature  discontinued  the  rump  body 
and  in  1934  authorized  Mayor  La  Guardia  to  appoint  another 
commission.  The  Thacher  Commission,  appointed  by  Mayor 
La  Guardia  in  1935,  was  non-partisan,  and  its  members  came 
from  all  five  boroughs  of  the  City. 

The  Thacher  Commission  accepted  the  decision  of  the  Smith 
Commission  to  streamline  the  existing  charter -a  document 
that  was  the  size  of  a  telephone  book.  The  Commission  decided 
upon  a  brief  outline  of  government,  with  details  governing  the 
municipal  departments  relegated  to  an  administrative  code. 

The  Thacher  Commission  proceeded  slowly  and  with  deliber- 
ation. A  wide  sampling  of  public  opinion  was  taken  through 
public  hearings.  A  full  year  was  devoted  to  careful  study.  The 
charter  draft  that  emerged  was  presented  for  public  reaction, 
and  then  was  again  revised.  Finally,  in  1936,  two  years  after 
its  appointment,  the  Commission  presented  a  carefully  pre- 
pared charter  that  was  voted  upon  and  accepted  in  November, 
1936.  At  the  same  time  the  Commission  submitted  proportional 
representation  separately  as  a  method  for  electing  the  City 
Council.  Although  the  Commission  did  not  recommend  that 
the  voters  either  accept  or  reject  the  proposal,  it  was  carried 
by  about  the  same  two  to  one  vote  as  the  charter  itself. 

1938  CHARTER 

Today,  New  York  City's  government  is  basically  organized 
according  to  the  charter  that  went  into  effect  after  the  elections 
of  1937.  This  form  of  government  represented  no  drastic  change 
from  what  preceded  it.  The  Thacher  Commission  accepted  most 
of  the  basic  institutions  and  forms  of  government  that  had 
existed  since  1898.  The  principal  changes  made  by  the  new 
charter  were  proportional  representation— abandoned  in  1948 
—the  creation  of  a  City  Planning  Commission,  the  transfer  of 
building  supervision  from  the  borough  presidents  to  a  city 
department  and  a  rearrangement  of  legislative  powers.  The 
present  Charter  provides  for  a  single  elected  chief  executive, 
the  mayor;  a  Board  of  Estimate  consisting  of  eight  members, 
all  of  whom  hold  other  offices  in  the  City  government;  comp- 

*lbi&.,  p.  156 
*Ibid.,  p.  157 


troller;  president  of  the  City  Council;  the  five  borough  presi- 
dents; and  a  City  Council. 

The  Mayor 

The  development  of  the  office  of  mayor  has  been  a  gradual 
one  throughout  the  history  of  the  City  of  New  York.  The  pat- 
tern of  growth,  however,  has  been  steady  and  has  essentially 
taken  three  forms:  (1)  the  trend  toward  eliminating  minor 
duties  and  non-executive  functions  from  the  mayor's  office; 
(2)  the  steady  increase  in  the  mayor's  powers  of  appointment 
and  removal;  and  (3)  the  expansion  of  the  immediate  staff  of 
the  mayor's  office,  upon  which  he  can  depend  for  help  in  carry- 
ing out  his  administrative  responsibilities. 

Although  the  mayor  at  various  times  was  directly  respon- 
sible for  many  minor  functions,  these  functions  are  now  per- 
formed by  thirty  City  departments  and  a  score  of  boards  and 
commissions  that  carry  out  the  regular  administrative  work 
of  the  City.  Today,  the  mayor  has  over-all  responsibility  for 
the  administration  and  proper  conduct  of  the  business  of  the 
City.  In  fact,  the  charter  specifies  that  "the  Mayor  shall  be 
the  chief  executive  officer  of  the  City."  The  mayor  now  has  full 
power  to  appoint  and  remove  commissioners,  heads  of  depart- 
ments,and  numerous  other  City  officials.  In  addition,  as  a  matter 
of  long-standing  tradition,  he  is  vested  with  the  powers  of 
magistrate.  As  presiding  officer  of  the  Board  of  Estimate  with 
four  votes,  he  has  important  budgetary  and  legislative  powers. 

Over  the  years,  the  mayor's  staff  has  expanded,  but  the 
growth  has  been  by  accretion  rather  than  by  any  overriding 
conception  of  what  administrative  machinery  should  ideally  be 
placed  at  the  mayor's  disposal.  In  contrast  to  the  small  personal 
staff  of  three  people  available  to  Mayor  Mitchell  during  his 
administration,  Mayor  Wagner,  in  1959,  had  a  staff  of  twelve 
principal  assistants,  headed  by  the  Deputy  Mayor,  and  a 
clerical  staff  numbering  about  forty-five  persons. 

The  Administrative  Cabinet  of  the  mayor  was  used  for  the 
first  time  in  1954.  It  brings  together  certain  top  City  adminis- 
trators for  the  discussion  of  administrative  problems.  This 
Cabinet  includes  the  mayor  and  his  executive  assistants,  the 
deputy  mayor,  the  city  administrator  and  his  deputies,  the  cor- 
poration counsel,  the  director  of  the  budget,  the  director  of 
personnel,  and  the  chairman  of  the  City  Planning  Commission. 

There  is  some  confusion  concerning  the  term  "office  of  the 
mayor."  Certain  agencies  are  designated  as  part  of  the  "office 
of  the  mayor"  in  some  official  documents  but  not  in  others.  This 
occurs  apparently  without  reason.  The  City  charter,  the  City 
budget,  and  the  administrative  code  do  not  agree  in  the  use 
of  this  designation.  As  a  result,  some  of  the  top  administrative 
units  are  not  a  part  of  the  office  of  the  mayor  while  other  units 
that  perform  only  ordinary  line  functions  are. 


The  Comptroller 

The  comptroller  is  not  only  the  chief  financial  officer  of  the 
City  but  he  also  has  extensive  legislative  and  administrative 
powers.  He  is  elected  directly  by  the  people  for  a  four-year 
term  coterminous  with  that  of  the  mayor.  He  is  a  member  of 
the  Board  of  Estimate,  where  he  has  the  same  number  of  votes 
as  the  mayor. 

Since  the  office  was  established  in  1802,  the  comptroller's 
status  has  varied  from  that  of  an  elected  official  to  that  of  an 
appointee  of  the  mayor.  His  office  increased  in  authority  as 
the  collector  of  City  revenue,  the  Bureau  of  Taxes,  tfie  Audit 
Bureau,  the  Bureau  of  the  Chamberlain  and  the  Bureau  of 
Arrears  were  added  over  the  years  to  the  Department  of 
Finance,  which  remained  under  the  Comptroller's  jurisdiction 
until  1938.  Consolidation  in  1898  brought  little  change  to  his 
basic  duties  except  that  he  became  a  member  of  the  Board  of 
Public  Improvements  and  the  Board  of  Estimate  and  Appor- 
tionment. 

The  comptroller  advises  the  Board  of  Estimate  on  the  finan- 
cial condition  of  the  City.  He  has  wide  powers  to  audit  City 
accounts,  settle  claims,  prescribe  accounting  methods  for  all 
City  departments,  and  to  manage  the  sale  and  retirement  of 
the  City's  financial  obligations.  He  also  supervises  and  admin- 
isters the  various  excise  tax  laws,  and  he  is  custodian  of  funds 
of  several  pension  systems  of  the  City.  In  1955  he  was  given 
additional  functions  under  the  Limited  Profits  Housing  Com- 
panies Law. 

Today,  the  comptroller  supervises  a  substantial  administra- 
tive structure,  with  a  staff  of  1,600  employees.  There  are  four 
statutory  bureaus  in  his  administration :  the  Bureaus  of  Ac- 
countancy, Audit,  Municipal  Investigation  and  Statistics,  and 
Law  and  Adjustment.  In  addition,  the  comptroller  has  exofficio 
membership  on  many  of  the  City's  boards  and  commissions. 

In  sum,  the  development  of  the  comptroller's  powers  has  led 
to  the  present  situation  under  which  the  comptroller  is  the  chief 
financial  officer  of  the  City,  in  fact  as  well  as  name.  He  has 
the  somewhat  unique  combination  of  pre-audit  and  post-audit 
functions.  This  fact  alone  adds  considerably  to  the  comptroller's 
power  and  his  ability  to  make  his  influence  felt  in  many  and 
diverse  areas  of  City  policy. 

The  Borough  Presidents 

In  each  of  the  five  boroughs  that  make  up  New  York  City, 
there  is  an  elected  borough  president.  He  is  the  executive  officer 
of  the  borough,  but  his  principal  duty  is  to  serve  as  a  member 
of  the  Board  of  Estimate.  The  administrative  authority  ot  the 
office  of  borough  president  has  declined  continuously  since  its 
broad  acquisition  of  power  in  1901.  Most  of  its  functions  were 
taken  over  bv  centralized  City  departments,  which  resulted  in 


a  considerable  dimunition  in  the  borough  president's  control 
over  building  permits,  contracts,  funds,  and  personnel. 

Today,  the  borough  president  has  important  powers  over 
public  improvements  in  his  borough.  He  is  still  chairman  of  his 
Local  Improvement  Board,  which  can  initiate  procedures  for 
assessable  improvements  and  can  authorize,  under  certain 
conditions,  expenditures  totaling  $10,000  without  Board  of 
Estimate  approval.  The  borough  president  also  exercises  ad- 
ministrative functions  in  regard  to  building  and  maintenance 
of  local  streets,  roads,  bridges,  tunnels,  local  sewers,  and  drain- 
age systems.  These  activities,  however,  are  being  reduced  in 
importance,  as  streets  give  way  to  arterial  highways,  and 
bridges  and  tunnels  are  incorporated  into  larger  systems  under 
the  jurisdiction  of  public  authorities.  The  end  result  is  that, 
today,  the  real  significance  of  the  borough  president  evolves 
mainly  from  his  membership  on  the  Board  of  Estimate. 
The  Board  of  Estimate 

The  year  1873  marked  the  beginning  of  the  present  Board 
of  Estimate.  When  it  was  first  established,  its  duties  were  to 
estimate  the  cost  of  running  the  City's  government  and  to  estab- 
lish a  tax  rate  based  on  this  estimate.  During  the  twentieth 
century,  the  Board's  powers  grew  tremendously  as  the  Board 
and  its  bureaus  encompassed  many  functions  reaching  far 
beyond  its  original  purpose. 

The  Board  of  Estimate  currently  functions  as  both  a  legis- 
lative and  administrative  agency.  It  is  made  up  of  the  mayor, 
the  comptroller  and  the  president  of  the  Council  with  four 
votes  apiece  and  the  presidents  of  each  of  the  five  boroughs 
with  two  votes  apiece.  The  Board  serves  as  a  second  legisla- 
tive chamber  on  a  wide  variety  of  local  laws.  These  include 
not  only  laws  that  amend  or  repeal  charter  provisions,  but  also 
laws  that  confer,  transfer,  or  change  the  powers  and  duties  or 
prescribe  the  qualifications,  number,  or  mode  of  selection  of 
employees  of  any  agency  of  the  City.  Also  included  are  laws 
that  reduce  or  repeal  any  taxes,  fees,  or  charges  receivable  by 
the  City.  Finally,  it  is  authorized  to  exercise,  subject  to  the 
charter,  "all  power  vested  in  the  City  except  as  otherwise  pro- 
vided by  law." 

Prior  to  1938,  local  laws  could  originate  in  the  Board  of 
Estimate.  Under  the  1938  charter,  the  Board  lost  its  power  to 
initiate  local  laws-a  power  it  had  gained  under  the  City  Home 
Rule  Law  of  1924-although,  as  discussed  below,  it  is  question- 
able whether  the  Board  suffered  any  real  loss  of  legislative 
power.  In  still  other  areas,  the  Board  increased  its  authority. 
Powers  over  City-owned  real  estate,  formerly  exercised  by  the 
commissioners  of  the  sinking  fund,  were  transferred  to  the 
Board.  In  addition  to  control  over  the  Bureau  of  Real  Estate, 
the  charter  of  1938  confirmed  the  Board's  authority  over  the 
Bureaus  of  Engineering,  Franchises,  Retirement  and  Pensions, 
and  the  Bureau  of  the  Secretary. 


City  Council 

The  charter  specifies  that  "the  legislative  power  of  the  City 
shall  be  vested  in  the  City  Council."  This  power,  however,  is 
subject  not  only  to  the  veto  of  the  mayor  but  also  to  the  approval 
by  the  Board  of  Estimate  of  all  local  laws  that  amend  the 
charter  or  affect  the  administration  or  finances  of  the  City. 
Proportional  representation,  established  in  1936,  was  abolished 
in  1947  as  a  system  of  electing  Council  members.  Under  the 
S3  stem,  which  took  effect  in  1949,  councilmen  are  elected  from 
State  Senate  districts,  one  from  each  district,  for  a  four-year 
term.  At  the  present  time,  Manhattan  has  six  Council  mem- 
bers; the  Bronx,  four;  Brooklyn,  nine;  Queens,  five;  and  Rich- 
mond, one. 

The  president  of  the  City  Council  is  elected  at  large  for  a 
four-year  term  and  presides  at  the  meetings  of  the  Council.  But 
he  votes  only  in  the  event  of  a  tie.  In  the  event  of  the  death  or 
resignation  of  the  mayor,  the  president  of  the  Council  serves 
as  mayor  for  the  rest  of  the  mayor's  term.  He  also  acts  as 
mayor,  with  certain  restrictions,  when  the  chief  executive  is 
absent  from  the  City.  As  with  the  borough  presidents,  the  real 
significance  of  the  president  of  the  City  Council  is  his  member- 


ship on  the  Board  of  Estimate,  where  he  has  four  votes. 

The  present  City  Council,  which  came  into  existence  in  1938, 
differed  from  its  predecessor.  In  the  formal  sense,  it  no  longer 
shared  its  legislative  power  with  the  Board  of  Estimate.  It 
became  evident,  however,  that  the  grant  of  power  to  the  Coun- 
cil under  the  1938  Charter  was  more  apparent  than  real.  Most 
legislation  of  any  significance  still  requires  concurrence  by  the 
Board  of  Estimate.  The  legislative  record  during  the  past 
twentyodd  years  has  shown  little  indication  of  a  more  active 
role  by  the  City  Council  in  the  governmental  process. 

CONCLUSION 

This  chapter's  brief  statement  of  how  the  City's  government 
developed  has  been  designed  to  provide  perspective  in  discuss- 
ing the  serious  problems  confronting  the  City  today.  The  gov- 
ernment of  New  York  City  is  largely  the  result  of  consolida- 
tion and  the  political  effects  produced  by  it.  Fundamentally, 
its  basic  structure  has  changed  only  slightly  since  1901.  Per- 
haps this  is  a  major  cause  of  the  City  government's  inability 
to  deal  adequately  with  the  new  and  vastly  complicated  prob- 
lems it  must  now  face. 


Chapter  3 


RECENT  STUDIES  OF  NEW  YORK  CITY'S 
GOVERNMENTAL  PROBLEMS:  1950-1956 


Along  with  its  study  of  governmental  problems  confronting 
New  York  City  today,  the  Commission  on  Governmental  Oper- 
ations of  the  City  of  New  York,  as  already  indicated,  has  re- 
viewed previous  studies  of  the  City's  governmental  problems. 
Special  attention  has  been  given  to  the  most  recent  over-all 
studies  of  the  City  under  the  present  charter. 

A  Much-Studied  City 

There  have  been  many  studies  of  New  York  City  and  its 
governmental  problems  in  the  past.  But  in  the  last  decade  the 
City  has  been  put  under  particularly  close  scrutiny.  Since  the 
appointment  of  the  first  study  commission  in  1872,  there  have 
been  no  less  than  twenty  important  surveys  of  the  administra- 
tive and  fiscal  problems  of  the  City.  Some  of  these  studies  have 
been  commissioned  by  the  City  itself,  some  by  the  State,  and 
a  few  by  the  City  and  the  State  acting  together.  Usually,  they 
were  set  up  because  of  a  serious  crisis  in  financial  affairs,  or 
because  of  some  difficulty  in  City-State  relations.  Yet  the  role 
of  survey  commissions  or  committees  cannot  be  minimized. 
During  the  past  eighty-five  years  or  so,  every  one  of  the  major 
improvements  introduced  in  City  government  or  into  fiscal  and 
administrative  relations  of  the  City  with  the  State  has  been 
a  result,  directly  or  indirectly,  of  recommendations  by  survey 
commissions. 

Areas  of  Study 

The  innumerable  studies  of  the  City  of  New  York  have  cov- 
ered a  very  wide  range  of  subjects,  from  analyses  of  specific 
budgets  or  the  operation  of  a  single  department  to  a  compre- 
hensive survey  of  the  whole  administration  of  the  City  govern- 
ment. Charter  revision,  administrative  operations,  and  City- 
State  relations  have-  been  examined.  For  example,  the  Green 
Consolidation  Inquiry  Commission  of  1890  developed  the  basis 
of  consolidation  of  Greater  New  York;  the  Moffat  Committee 
on  State  Fiscal  Policies  of  1937  formulated  changes  in  the  con- 
stitution of  1938  to  strengthen  State  and  local  fiscal  manage- 
ment; and  Governor  Dewey's  Committee  on  State  Aid  to 
Education  of  1945  to  1948  recast  State  assistance  in  the  held 
of  education.  Some  of  these  studies  accomplished  the  desired 
changes;  others  resulted  in  little  change,  although  there  was 


a  great  deal  of  evidence  that  positive  measures  were  needed. 
In  some  cases,  even  repeated  studies  of  the  same  area  have 
failed  to  bring  action.  A  good  example  of  this  is  the  program 
budget  that  has  been  recommended  by  a  State  commission 
and  a  mayor's  committee,  and  that,  even  now,  has  been  only 
partially  adopted. 

Recent  Studies 

Between  1950  and  1956,  three  important  studies  were  made 
of  the  operation  of  the  government  of  the  City  of  New  York. 
These  have  unusual  significance  since  they  dealt  with  a  magni- 
tude and  scope  of  problems  beyond  those  of  one  function  or  one 
department.  Each  study  was  conducted  by  groups  that  differed 
from  each  other  both  in  origin  and  in  organization :  one  study 
was  by  the  City,  one  was  by  the  State,  and  one  was  a  coopera- 
tive study  by  the  City  and  the  State.  All  closely  examined  the 
very  special  problems  posed  by  the  government  of  the  City  of 
New  York.  All  made  both  general  and  specific  recommendations 
to  solve  these  problems.  All  have  an  important  bearing  on  any 
present  or  future  study  of  the  City.  These  three  studies  are 
discussed  in  some  detail  below,  with  emphasis  placed  upon  their 
major  recommendations  as  well  as  some  of  their  shortcomings. 

MAYOR'S  COMMITTEE  ON  MANAGEMENT  SURVEY 
OF  THE  CITY  OF  NEW  YORK,  1950-1953 

The  most  extensive  and  expensive  management  survey  done 
in  recent  times  on  the  City  of  New  York  was  begun  in  1950  and 
took  three  years  to  complete.  The  Committee  spent  $2.2  millions. 

The  study  was  conducted  by  a  special  group,  the  Mayor's 
Committee  on  Management  Survey,  appointed  by  Mayor  Wil- 
liam O'Dwyer  in  January  1950.  In  brief,  it  undertook  to  make 
"a  general  management  survey  of  the  government  of  the  City 
and  of  its  problems  of  taxation  and  finance."  Originally,  this 
study  had  been  planned  as  part  of  the  management  improve- 
ment program  initiated  in  1946  by  Mayor  O'Dwyer.  It  received 
considerable  additional  impetus  in  1948,  when  eleven  civic 
agencies  urged  that  a  comprehensive  study  should  be  made  of 
the  City's  fiscal  problems.  Mayor  O'Dwyer  resigned  in  August 
1950,  but  the  study  was  continued  during  the  administration 
of  his  successor,  Mayor  Impellitteri. 


Status 

The  Committee  began  its  activities  under  authority  of  a 
resolution1  adopted  by  the  Board  of  Estimate  on  February  23, 
1950.  Its  specific  duties  and  status  were  defined  by  a  statement 
of  the  mayor  to  the  assembled  commissioners  and  heads  of 
City  agencies  a  few  days  later.  These  were: 

1.  The  Committee  was  to  conduct  a  comprehensive  manage- 
ment survey  of  the  work,  organization,  fiscal  problems, 
and  intergovernmental  relations  of  New  York  City. 

2.  The  objectives  were  efficiency  and  economy  in  line  with 
good  service  and  effective  government. 

3.  The  City's  needs  and  standards  for  the  next  fifty  years 
were  to  be  considered. 

4.  The  survey  was  to  be  finished  in  about  two  years  so  that 
prompt  action  could  follow. 

5.  The  Committee  was  "uninstructed"  and  "unpledged." 

Committee's  Composition 

Thirty-three  persons  were  appointed  to  the  Committee,  many 
of  whom  were  citizens  long  active  in  civic  affairs,  such  as 
Robert  W.  Dowling,  Bernard  F.  Gimbel,  Peter  Grimm,  Saul 
Levy,  Rita  S.  Morris,  Charlotte  Carr,  and  George  H.  Hallett,  Jr. 
Nearly  a  third  of  them  were  City  officials,  including,  among 
others,  Lazarus  Joseph,  Comptroller  of  the  City,  who  served  as 
chairman  of  the  Committee;  Abraham  D.  Beame,  Director  of 
the  Budget ;  Charles  Horowitz,  Deputy  Mayor ;  Robert  Moses, 
Commissioner  of  Parks;  and  William  F.  Shea,  Assistant  Direc- 
tor of  the  Budget.  A  number  of  others  had  held  public  office  and 
were  again  to  hold  it,  including  William  Reid,  Charles  F. 
Preusse,  and  Henry  Epstein.  Undoubtedly,  this  was  a  distin- 
guished and  experienced  group. 

Dr.  Luther  Gulick,  president  of  the  Institute  of  Public  Ad- 
ministration, was  executive  director,  and  Benjamin  Fielding 
was  secretary  of  the  Committee.  Nine  subcommittees  were  set 
up  to  study  certain  areas,  among  them  finance,  education,  hos- 
pitals, police,  fire,  water  supply,  and  transportation.  This  study 
is  frequently  called  the  Gulick  Report. 

Purpose  and  Function 

The  Committee  early  agreed  that  "selected  major  problem 
areas  of  management  should  be  identified  and  examined  not  so 
much  from  the  standpoint  of  description  as  for  the  purpose  of 
presenting  practical  suggestions  for  the  major  changes ...  now 
called  for  on  a  City-wide  basis  to  take  the  advantage  of  modern 
methods  in  the  administration  of  the  City  and  thus  meet  re- 
quirements of  the  future."  Four  specific  areas  were  then  se- 
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lected  for  study:  (1)  the  City's  administrative  structure;  (2) 
the  over-all  financial  problem;  (3)  special  departments  such  as 
education,  welfare,  and  health;  and  (4)  specific  problem  areas 
such  as  civil  service,  pensions,  and  records  management. 

In  carrying  out  this  assignment  of  surveying  the  government 
of  the  City  of  New  York,  the  Committee  took  as  its  over-all 
purpose  to  secure  "good  management,  which  will  bring  in  its 
wake  those  economies  arising  from  the  best  use  of  men,  mate- 
rials, and  time  in  getting  the  work  of  the  City  government 
done."  The  Committee  stated  that  it  "was  not  engaged  in 
searching  out  individual  cases  of  malfeasance,"  which  it  be- 
lieved was  the  responsibility  of  the  commissioner  of  investiga- 
tion. 

Procedure 

The  Committee  organized  its  work  on  two  levels.  The  Com- 
mittee itself  met  no  less  than  57  times  as  a  whole  and  156  times 
in  subcommittees.  In  addition,  special  task  forces  consisting 
of  management  consulting  firms  were  used  extensively  for 
studies  in  depth  of  special  areas.  Among  the  more  important 
special  studies  was  one  in  finance,  made  by  Professors  Robert 
Murray  Haig  and  Carl  S.  Shoup  of  Columbia  University,  at  a 
cost  of  $225,000;  on  personnel  administration  by  Griff enhagen 
&  Associates,  at  a  cost  of  $275,000 ;  and  records  management 
by  the  National  Records  Management  Council,  at  a  cost  of 
$62,000.  In  all,  more  than  20  management  groups,  in  addition 
to  the  Committee's  own  staff,  examined  various  areas  of  the 
City's  operations.  Responsibility  for  organizing  each  major 
study  rested  with  Dr.  Gulick,  the  executive  director,  who  se- 
lected the  consultants.  In  every  case,  however,  specifications  for 
the  study  and  a  specific  contract  were  submitted  to  the  Board 
of  Estimate,  which  appropriated  the  funds  required. 

The  Mayor's  Committee  not  only  reviewed  the  reports  of 
each  consulting  group  that  prepared  specific  recommendations 
but  also  held  several  public  hearings,  including  one  on  health 
and  hospitals  and  another  on  education,  as  well  as  technical 
conferences  with  City,  State,  and  national  technicians.  The 
result  was  the  most  comprehensive  and  exhaustive  survey  of 
the  structure  and  operations  of  New  York  City's  government 
in  recent  times. 

Nature  of  Report 

The  conclusions  of  the  Committee  were  presented  in  two 
volumes  that  ran  to  1,200  pages.  The  first  volume  was  concerned 
with  the  top  structure  of  the  City's  government  and  the  major 
recommendations  for  change  in  over-all  programs.  The  second 
volume  presented  the  Committee's  findings  and  a  summary  of 
the  major  task  force  reports.  These  volumes  were  supplemented 
by  94  additional  unpublished  documents,  including  working 
papers  and  the  detailed  task  force  reports.  The  technical  re- 
ports of  the  engineers  and  other  experts,  for  example,  ran  to 


more  than  10,000  pages,  while  the  personnel  classification  study 
contained  an  additional  7,000  pages  and  weighed  nearly  35 
pounds.  The  reports  of  the  Committee,  in  total,  produced  a  list 
of  recommendations  that  was  staggering.  There  were  well  over 
a  thousand,  ranging  from  suggestions  for  broad  general  re- 
forms to  carefully  spelled-out  technical  details. 

What  the  Committee  Found 

Briefly  summarized,  the  Mayor's  Committee  recommended 
"complete  revision"  of  the  City's  governmental  structure  and 
management  methods  coupled  with  "belt-tightening  economy." 
It  found  the  City  had  outgrown  its  municipal  government  and 
was  trying  to  get  along  on  a  system  that  had  been  designed  for 
another  time,  long  ago,  when  far  fewer  services  to  far  fewer 
people  were  required.  It  asserted  that  as  the  City  grew  steadily 
neither  its  tax  sources  nor  its  governmental  structure  had  kept 
pace.  The  Committee  added  that  it  had  found  "many  areas  of 
excellent  service,"  and  that  New  York  City's  government  was 
as  good  as  most  and  better  than  some.  Nevertheless,  the  Com- 
mittee listed  nine  shortcomings  of  mismanagement,  waste, 
frustration,  inefficiency,  irresponsibility,  and  neglect  that  had 
contributed  to  making  the  management  of  the  City's  public 
affairs  inadequate  and  inefficient,  considering  the  amount  of 
work  that  had  to  be  done.  These  nine  shortcomings  were: 

1.  Lack  of  top  and  middle  management. 

2.  Lack  of  incentives  for  good  management  and  economy. 

3.  Tardy  attention  to  major  problems. 

4.  Expansion  of  City  activities  without  the  necessary  ex- 
pansion of  taxes. 

5.  An  outgrown  personnel  administration. 

6.  Slack  in  real  productivity  of  the  City's  working  force. 

7.  An  antiquated  budget  system. 

8.  Shocking  neglect  of  maintenance. 

9.  The  deadening  effect  of  delay  on  the  whole  process  of  the 
City's  business. 

The  Mayor's  Committee  stressed  the  difference  between  two 
kinds  of  governmental  work  for  the  City,  pointing  out  that 
both  needed  to  be  done  well  if  the  City  was  to  have  an  efficient 
and  economical  government.  One  was  identified  as  the  service 
and  control  operations -carried  out  by  operating  departments; 
the  other  was  top  management  and  general  management -the 
work  of  the  mayor,  the  comptroller,  the  Board  of  Estimate,  and 
the  City  Council,  assisted  by  the  agencies  working  directly 
with  them.  The  Committee  observed  a  sharp  difference  be- 
lt hese  two  kinds  of  work,  but  noted  that  in  practice  there 


was  much  confusion  between  these  two  functions. 

The  Committee  emphasized  the  idea  that  the  mayor  and  his 
top  aides,  the  comptroller,  and  the  Board  of  Estimate  are  the 
City's  "top  management."  It  asserted  competent  City  govern- 
ment was  possible  only  through  the  adoption  of  the  "govern- 
mental directorate  approach."  The  Committee  noted:  "Under 
this  plan  the  departments  become  the  responsible  centers  of 
effective  and  efficient  work,  each  with  its  own  technical  and 
managerial  leadership  and  responsibility.The  Mayor,  the  Board 
of  Estimate,  and  the  other  agencies  of  the  central  City  govern- 
ment would  then  take  on  only  those  duties  of  policy  direction, 
coordination,  finance,  and  public  relations  which  belong  to  a 
large,  responsible  democratic  central  management  directorate." 

Twelve  Reforms 

To  make  the  City's  management  system  adequate  to  perform 
the  services  required,  the  Committee  proposed  twelve  reforms. 
These  reforms  were  conceived  by  the  Committee  as  all  of  one 
piece  and  extensively  interdependent;  the  value  of  one  reform 
was  stated  to  depend  in  large  measure  upon  the  extent  to  which 
the  other  reforms  were  also  carried  out.  The  Committee  noted 
that  these  recommendations  could  not  become  fully  operative 
at  once  and  that  it  would  take  at  least  a  decade  to  bring  about 
fully  some  of  the  suggestions.  It  was  suggested  by  the  Com- 
mittee that  the  voters  and  leaders  should  regard  these  recom- 
mendations as  goals  toward  which  the  City  gradually  moved 
until  efficient  management  was  achieved.  The  Committee's 
twelve  recommendations  were: 

1.  Make  each  City  department  an  effective  operating  unit  in 
itself  by  giving  it  the  utmost  freedom  to  act  as  well  as  the 
administrative  tools  required  for  effective  work. 

2.  Develop  central  government  as  a  management  directo- 
rate. The  best  work  is  done  by  the  top  officials  of  the  City 
when  they  keep  their  hands  out  of  the  technical  and 
detailed  work  of  the  departments  and  stick  to  their 
"directorate  functions." 

3.  Make  certain  that  there  is  a  major  function  for  every 
department  and  a  department  for  every  major  function. 

4.  Install  an  up-to-date  system  of  personnel  administration. 
The  first  step  should  be  to  establish,  by  charter  amend- 
ment, a  Department  of  Civil  Service  under  a  personnel 
administrator.  A  new  three-man  Civil  Service  Commis- 
sion would  exercise  quasi-legislative  and  quasi-judicial 
functions. 

5.  Modernize  the  budget  system  by  replacing  the  present 
line-item  budget  with  a  program  budget. 

6.  Reorganize  and  equip  the  office  of  the  mayor  as  chief 


executive.  A  new  deputy  to  the  mayor  with  the  title  of 
Director  of  Administration  should  be  created,  who  would 
coordinate  all  departmental  activities,  gather  progress 
reports,  and  transmit  information  or  instructions. 

7.  Strengthen  the  Board  of  Estimate  so  that  its  work  would 
be  concentrated  on  policy  matters.  Administrative  agen- 
cies now  directly  under  the  Board  should  be  transferred 
to  other  City  agencies,  and  each  borough  president  should 
be  provided  with  a  high-level  technical  aide  to  assist  him 
in  legislative  matters. 

8.  Strengthen  the  remaining  management,  coordinating, 
and  service  agencies.  To  this  end,  the  comptroller  should 
be  relieved  of  tax  administration,  and  he  should  give  his 
undivided  attention  to  his  accounting  and  auditing  func- 
tions. The  corporation  counsel,  the  City  Planning  Com- 
mission, the  commissioner  of  investigation,  the  Depart- 
ment of  Purchase,  and  the  Department  of  Public  Works 
should  be  strengthened  as  tools  of  central  management. 

9.  Modernize  the  internal  organization  of  the  departments 
on  a  consistent  but  not  necessarily  uniform  pattern.  To 
achieve  this,  each  commissioner  must  have  professional 
personnel  and  budget  officers,  as  well  as  a  program  plan- 
ning office.  Major  bureaus  would  have  an  administrative 
chief,  and  in  the  larger  departments  two  or  three  deputies 
would  aid  the  commissioner. 

10.  Standardize  and  modernize  executive  salaries  to  make 
them  consistent  from  department  to  department,  as  well 
as  to  put  them  in  line  with  modern  conditions.  Commis- 
sioners' salaries  should  be  increased  so  that  the  scale 
would  be  from  $20,000  to  $25,000,  depending  on  the  size 
of  the  agency. 

11.  Enlist  the  aid  of  qualified  citizens  in  solving  the  problems 
of  the  City  by  making  a  place  for  citizen  service  in  the 
City  charter.  It  should  be  an  obligation  of  the  mayor  to 
search  out  systematically  where  qualified  citizen  advisory 
groups  could  be  used. 

12.  Provide  adequate  money,  manpower,  and  office  space  to 
implement  the  foregoing  eleven  recommendations. 

The  Committee  then  set  forth,  in  considerable  detail,  a  spe- 
cific program  for  better  City  management.  The  major  portion 
of  this  program  is  analyzed  in  the  table  on  page  107  and  its 
major  recommendations  are  discussed  along  with  those  of  the 
Temporary  State  Commission,  which  were  similar. 

2Chap.  274  of  the  Laws  of  1953 

3Sec.  3a.  (1)  of  the  Commission's  statute 


THE  TEMPORARY  STATE  COMMISSION  TO  STUDY 
THE  ORGANIZATIONAL  STRUCTURE  OF  THE 
GOVERNMENT  OF  THE  CITY  OF  NEW  YORK,  1953-1954 

Status 

The  Mayor's  Committee  was  in  the  process  of  completing  its 
work  when  the  State  of  New  York  created  the  Temporary  State 
Commission  to  Study  the  Organizational  Structure  of  the  Gov- 
ernment of  the  City  of  New  York.2  Briefly,  its  assignment  was 
to  study  "the  present  structure  and  organization  of  municipal 
government  and  the  changes  that  may  be  required  to  bring 
about  economy  and  efficiency  in  its  operations  and  improve 
management  of  its  affairs."3  The  Commission  filed  its  first  re- 
port September  28,  1953,  and  its  final  report  February  1,  1954. 
This  study  cost  $100,000. 

While  there  was  some  overlap  in  point  of  time,  there  was 
no  fundamental  conflict  in  the  findings  of  these  two  bodies. 
The  difference  was  mainly  one  of  focus— the  State  Commission 
narrowed  its  efforts  to  four  specific  areas  of  New  York  City 
government.  In  every  case,  for  these  areas  its  findings  and 
recommendations  re-emphasized  those  of  the  Mayor's  Com- 
mittee. 

Commission's  Composition 

The  Commission  consisted  of  nine  members,  five  appointed 
by  Governor  Thomas  E.  Dewey;  two  by  the  temporary  presi- 
dent of  the  Senate ;  and  two  by  the  speaker  of  the  Assembly.  All 
commissioners  were  long-time  residents  of  New  York  City  and 
none  was  a  City  official.  The  Commission  was  headed  by  Dever- 
eux  C.  Josephs,  president  of  the  New  York  Life  Insurance 
Company.  Arthur  H.  Goldberg  was  counsel,  and  Dr.  Wallace 
S.  Sayre  of  the  College  of  the  City  of  New  York  was  director 
of  research.  The  report  is  often  referred  to  as  the  Josephs- 
Sayre  report.  Commission  members  were  drawn  from  both 
major  political  parties.  Two  Democratic  members  dissented 
from  the  final  report. 

Purpose  and  Function 

The  Commission  was  given  three  major  tasks  by  the  statute 
that  created  it.  These  were : 

1.  To  study  the  organizational  structure  of  the  government 
of  the  City  and  to  make  recommendations  for  whatever 
changes  would  be  required  to  bring  economy  and  efficiency 
to  its  operation  and  improved  management  in  its  affairs. 

2.  To  consider  the  suitability  of  the  city  manager  plan  of 
municipal  government. 

3.  To  prepare  a  report  of  its  studies  and  recommendations 
to  the  governor  and  the  legislature,  along  with  drafts  of 


any  legislation  that  might  be  necessary  or  desirable  to 

implement  its  recommendations. 
The  Commission  took  the  view  that  its  assignment  had  grown 
directly  and  naturally  out  of  widespread  recognition  that  the 
City's  government  needed  basic  structural  and  managerial  im- 
provement. The  Commission  proceeded  on  two  basic  premises: 
First,  New  York  City  needed  top-level  professional  manage- 
ment. Second,  the  mayor  was  the  indispensable  center  of  lead- 
ership and  responsibility  for  the  policies  and  performance  of 
the  City  government.  It  considered  and  rejected  the  city  man- 
ager plan  as  unsuitable  for  New  York  City. 

At  the  outset,  the  Commission  decided  to  concentrate  on  a 
few  key  areas  of  New  York  City's  government.  Since  the 
Mayor's  Committee  had  already  pointed  up  the  managerial 
weaknesses  of  the  City  government  and  the  "far-reaching  con- 
sequences of  those  shortcomings,"  the  Commission  believed 
that  the  time  was  ripe  for  building  on  this  foundation  and  for 
putting  into  effect  the  lessons  learned  in  the  course  of  that 
previous  study.  Thus,  it  decided  to  focus  its  time  and  activities 
on  a  limited  number  of  critical  points  and  not  spread  its  time 
and  talents  too  thinly.  It  did  not  try  to  cover  the  entire  range  of 
structure  and  process  in  the  City's  government. 

In  addition,  the  Commission  concluded  that  the  necessary 
first  steps  in  the  improvement  of  management  in  New  York 
City  were:  (1)  support  and  understanding  from  the  commu- 
nity; (2)  a  study  concentrated  in  areas  where  sufficient  past 
work  made  detailed  outlining  of  an  action  program  possible: 
and  (3)  suggested  improvements  having  immediate  and  wide- 
spread results  as  well  as  those  which  would  speed  a  series  of 
needed  changes  throughout  the  City  government. 


Procedure 

The  Commission  had  seventeen  full  meetings  before  the 
publication  of  its  first  report.  It  conducted  public  hearings  as 
well  and  held  numerous  conferences  with  public  officials,  civic 
leaders  of  the  City,  and  experts  in  governmental  management. 
In  issuing  its  report,  the  Commission  noted  that  "m  developing 
its  specific  recommendations,  it  built  its  proposals  squarely 
upon  the  clear  consensus  of  advice  and  counsel  it  has  received 
directly  from  the  best-informed  civic  leaders  and  citizen  groups 
and  the  City's  leading  officials."  The  Commission 
of  the  findings  and  recommendations  of  groups  ™™*™\ot*" 
large  cities  -  New  Orleans,  Philadelphia,  Los  Angeles,  San 
Francisco,  Newark-which  had  recently  completed  a  reexami- 
nation of  the  structure  and  operations  of  their  government.. 
To  imp  ement  its  recommendations,  the  Commission  prepare 
drafts  of  necessary  legislation,  which  were  appended  to  its 
final  report. 


Nature  of  Report 

The  findings  and  recommendations  of  the  Commission  were 
presented  in  two  reports,  both  entitled  "Four  Steps  to  Better 
Government  of  New  York  City."  Both  were  presented  as  "a  plan 
for  action."  The  first  report  outlined  four  basic  recommenda- 
tions for  the  management  problems  in  New  York  City.  The 
second  report  reiterated  these  four  recommendations  but  added 
six  priority  items  for  further  consideration. 

What  the  Commission  Found 

In  its  first  report,  issued  September  1953,  the  Commission 
stated  that  New  York  City's  management  crisis  required  that 
"the  leadership  and  accountability  of  the  Mayor,  as  the  elected 
chief  executive  of  the  City,  needed  clarification  and  reinforce- 
ment." To  bring  this  about,  the  Commission  made  four  basic 
recommendations : 

1.  City  Administrator:  As  in  the  case  of  the  Mayor's  Com- 
mittee, the  State  Commission  found  a  "vacuum"  in  the  govern- 
mental structure  of  the  City.  It  noted  that  "the  Mayor  has  no 
general  managerial  assistance,"  and  all  his  energies  are  "di- 
verted from  policy  formulation,  the  exercise  of  leadership.  ..to 
questions  of  administrative  detail  that  should  have  been  settled 
on  a  professional  basis  long  before  they  came  to  his  desk."  In 
similar  vein  to  the  Mayor's  Committee  recommendation  for  a 
"Director  of  Administration,"  the  Commission  recommended 
that  a  city  administrator  be  established,  appointed  by  and  sub- 
ject to  removal  by  the  mayor.  He  would  serve  as  second-in-com- 
mand to  the  mayor  and  provide  the  general  management  assist- 
ance the  mayor  so  greatly  needed.  But,  the  city  administrator 
would  be  made  more  powerful  than  the  "Director  of  Adminis- 
tration." Not  only  would  he  have  authority  to  supervise  and 
coordinate  administrative  agencies  but  he  would  have  power 
to  appoint  and  remove  the  heads  of  administrative  agencies. 
The  Mayor's  Committee  had  envisioned  such  an  administrator 
merely  as  a  "two-way  channel" ;  namely,  to  assist  the  mayor  in 
coordinating  departmental  activities. 

2  Deputy  Mayor:  The  Commission's  recommendations  for 
this  office  were  almost  identical  to  those  of  the  Mayor's  Com- 
mittee. The  mayor  cannot  attend  to  his  work  and  at  the  same 
time  meet  all  demands  for  public  appearances,  the  Commission 
asserted.  It  was  recommended  that  the  duties  of  the  deputy 
mayor  be  extended.  He  should  represent  the  mayor  at  meetings 
of  the  Board  of  Estimate  and  other  boards  or  commissions,  and 
at  public  occasions,  in  order  to  relieve  the  mayor  of  these  bur- 
densome administrative  and  ceremonial  obligations.  In  essence, 
the  deputy  mayor  should  become  the  manager,  under  the  mayor, 
of  the  ceremonial  functions. 


3.  Performance  Budget:  A  performance  budget  system  was 
recommended  to  provide  a  clear  and  comprehensive  financial 
plan  for  the  City's  government.  The  line-item  budget  would  be 
eliminated.  In  its  place,  there  would  be  a  performance  budget 
related  to  programs  and  functions  which  would  be  used  as  a 
planning  and  budgeting  instrument.  As  in  the  Mayor's  Com- 
mittee report,  the  Commission  put  great  emphasis  on  the  need 
for  installing  the  performance  budget.  The  Mayor's  Committee 
called  it  a  program  budget  based  on  performance  standards. 
Both  groups  had  the  same  kind  of  budget  in  mind.  Also  of  great 
importance  was  the  Commission's  recommendation  that  the 
expense  budget  should  be  placed  under  the  supervision  of  the 
city  administrator,  who,  with  the  mayor's  approval,  would  ap- 
point the  budget  director. 

4.  Personnel  System  :  The  Commission  asserted  that  the 
existing  system  satisfied  no  one-department  heads,  supervisors, 
employees,  or  the  public.  It  recommended  the  development  of  a 
new  and  complete  system  of  personnel  administration  respon- 
sible to  the  mayor  and  the  creation  of  a  new  Department  of 
Personnel  Administration  with  a  director  of  personnel  at  its 
head.  It  recommended  that  the  Civil  Service  Commission  should 
become  a  rule-making,  appellate,  and  investigating  body.  And 
to  assist  the  development  of  personnel  programs  in  each  operat- 
ing agency,  each  department  head  would  be  provided  with  a 
qualified  personnel  officer.  In  making  these  recommendations, 
the  Commission  agreed  essentially  with  the  findings  and  pro- 
posals of  the  Mayor's  Committee. 

The  Second  Report 

On  February  1,  1954,  the  Commission  issued  its  second,  and 
final,  report  on  the  organizational  structure  of  the  City  of  New- 
York  to  which  two  of  its  members  dissented.  Between  the  time 
it  issued  its  first  report  in  September  1953,  and  the  final  one  in 
February  1954,  the  Commission  actively  invited  suggestions 
from  civic  groups  and  leaders,  twenty-eight  in  all.  Many  replies 
were  received,  including  warm  endorsement  of  the  general 
principles  and  the  specific  recommendations,  as  well  as  specific 
suggestions  for  refining  some  of  the  Commission's  proposals. 
The  Commission's  final  report  incorporated  some  of  these  sug- 
gestions. For  example,  on  recommendations  for  city  adminis- 
trator, deputy  mayor,  and  personnel  administration,  the  en- 
dorsements were  strong  and  unanimous  with  only  minor 
suggestions  for  change.  For  the  recommendations  concerning 
a  performance  budget,  there  was  again  strong  and  unanimous 
endorsement  with  little  change  suggested  for  the  substantive 
aspects  of  the  proposal.  However,  the  Commission  spelled  out 
in  more  detail  the  method  to  be  used  in  preparing  the  capital 
budget.  Requests  of  City  agencies  for  funds  for  capital  projects 
would  be  reviewed  by  the  Planning  Commission,  which  would 
♦Local  Law  189  of  1953 


prepare  "the  capital  program."  But  the  budget  director,  under 
the  supervision  of  the  city  administrator,  might  modify  the 
capital  budget  as  necessary  to  bring  it  into  conformity  with  the 
mayor's  policy.  Thus,  both  the  expense  and  the  capital  budgets 
would  be  subject  to  the  city  administrator's  supervision  and 
would  be  controlled  by  the  mayor. 

Two  and  a  half  months  before  the  Commission  issued  its 
final  report,  a  newly  elected  City  administration,  under  Mayor 
Robert  F.  Wagner,  took  action  on  two  of  the  recommendations 
made  in  the  first  report.  The  City  Council  enacted  a  local  law4 
to  establish  in  the  mayor's  office  a  Division  of  Administration, 
the  head  of  which  was  to  be  a  city  administrator.  Luther  H. 
Gulick,  president  of  the  Institute  of  Public  Administration  and 
former  executive  director  of  the  Mayor's  Committee  on  Man- 
agement Survey,  was  appointed  New  York  City's  first  city 
administrator.  Moreover,  in  December,  1953,  the  city  director 
of  the  budget  announced  a  plan  "to  present  the  budgets  of  all 
departments  on  a  program  basis."  The  line  items,  however, 
were  not  eliminated. 

The  Commission  reviewed  these  two  actions  in  its  final  report 
and  concluded  that  they  were  at  best  only  incomplete  first  steps 
and  that  all  citizens  should  recognize  them  as  being  inadequate 
substitutes  for  a  genuine  management  program. 

Six  Additional  Priority  Items 

The  Commission's  second  report  listed  six  additional  priority 
management  problems  in  the  City's  government.  The  Commis- 
sion recommended  that  attention  be  given  to  these  areas  after 
action  had  been  taken  on  their  four  basic  recommendations. 
However,  no  specific  solutions  were  suggested  since  the  Com- 
mission felt  these  should  be  worked  out  within  the  framework 
of  the  new  management  program  then  being  adopted  by  the 
City  administration.  The  six  areas  were: 

1.  Structure  and  Organization  of  the  City  Depart- 
ments :  Modernize  the  management  structure  of  the  City  de- 
partments by  appointing  clearly  defined  second-in-command 
positions  and  using  departmental  budget  and  personnel  staffs. 
The  Mayor's  Committee,  too,  had  found  that  "even  the  ablest 
commissioner  under  the  present  system  is  seriously  handi- 
capped for  lack  of  a  top  management  team,  directly  under  his 
supervision,  to  help  him  manage  and  lead  his  department." 

2.  Consolidation  and  Reorganization  of  City  Depart- 
ments: Examine  the  great  number  of  separate  administrative 
agencies  in  the  City  to  discover  the  possibilities  for  consolida- 
tion and  reorganization.  The  Commission  pointed  to  the  51 
separate  administrative  departments  and  agencies,  41  report- 
ing to  the  Mayor,  4  to  the  Board  of  Estimate,  and  6  to  other 
elected  officials.  The  Mayor's  Committee  had  asserted  no  one 


could  manage  such  an  array,  and  also  had  recommended  "one 
major  function  for  every  department  and  one  department  for 
every  major  function." 

3.  The  Calendar  and  Procedures  of  the  Board  of  Esti- 
mate: Free  the  Board  of  Estimate's  calendar  of  innumerable 
routine  items  so  that  it  could  give  its  time  and  attention  to 
major  policy  issues.  The  Mayor's  Committee  had  recommended 
that  the  work  of  the  Board  of  Estimate  should  concentrate  on 
policy  affairs,  and  no  matter  should  come  before  the  Board 
until  adequate  staff  work  had  been  completed. 

4.  Administrative  Functions  of  the  Borough  Presi- 
dents: Review  the  administrative  functions  of  the  borough 
presidents  to  determine  if  their  functions  could  be  shifted  to 
the  City,  thus  permitting  greater  attention  by  the  borough 
presidents  to  legislative  work.  The  Mayor's  Committee  had 
recommended  that  each  borough  president  be  authorized  to 
appoint  a  high-level  technical  aide  to  assist  him  in  his  Board 
of  Estimate  functions. 

5.  Unified  Department  of  Taxation  and  Finance:  Set  up 
a  new  unified  City  Department  of  Taxation  and  Finance  to 
simplify  the  tax-collecting  process,  to  achieve  more  efficiency 
in  financial  administration,  and  to  strengthen  the  auditing 
responsibilities  left  to  the  comptroller.  The  Mayor's  Committee 
had  recommended  the  consolidation  of  all  ordinary  aspects  of 
financial  administration  to  make  a  unified  City  Department  of 
Taxation  and  Finance,  under  the  mayor's  direction.  The  comp- 
troller would  be  "relieved  of  all  extraneous  administrative  func- 
tions" so  that  he  can  give  undivided  attention  to  his  duties  "as 
a  member  of  the  Board  of  Estimate,  the  chief  accounting  and 
reporting  officer,  and  the  chief  auditor  of  the  City." 

6.  City  Planning  Organization  :  Create  a  director  of  city 
planning,  appointed  by  the  city  administrator  with  the  approval 
of  the  mayor,  to  make  the  city  planning  organization  more 
responsive  to  current  needs  and  policy.  The  City  Planning  Com- 
mission should  serve  as  a  quasi-legislative  body  on  matters  of 
zoning,  the  City  map,  and  the  master  plan.  The  Mayor's  Com- 
mittee recommendation  was  somewhat  different  although  re- 
lated. It  stated  that  the  City  Planning  Commission  should 
"continue  as  the  chief  advisor  to  the  Mayor,  the  Board  of  Esti- 
mate, and  the  various  departments  on  long-range  problems," 
especially  those  concerned  with  the  capital  budget  and  the 
phvsical  aspects  of  city  planning  ...  and  "should  deal  only 
with  those  planning  activities  which  are  appropriate  for  the 
'directorate'  operations." 

The  Commission  recommended  that  these  six  items  be  con- 
sidered as  a  second  stage  of  action.  It  asserted  that  the  1936 
charter,  although  it  represented  a  great  advance  over  previous 
City  charters  when  it  was  prepared,  had  shown  major  in- 


adequacies with  the  passage  of  time.  Indeed,  the  Commission 
said,  "a  full-scale  charter  revision  study  and  report  ought  to 
be  seriously  weighed  by  the  civic  groups  and  City  officials." 

THE  NEW  YORK  STATE-NEW  YORK  CITY  FISCAL 
RELATIONS  COMMITTEE,  1955-1956 

Status 

The  New  York  State-New  York  City  Fiscal  Relations  Com- 
mittee was  created  jointly  on  July  1,  1955,  by  Governor  Averell 
Harriman  and  Mayor  Robert  F.  Wagner  to  examine  the  fiscal 
relations  of  the  State  and  City  and  to  make  recommendations 
for  their  improvements.  The  Committee  was  established  for 
one  year  and  began  its  work  in  January  1956.  The  Committee 
received  an  appropriation  of  $100,000  to  carry  out  its  work. 

In  creating  this  Committee,  the  City  and  the  State  showed 
a  desire  to  move  toward  a  more  stable  and  cooperative  fiscal 
relationship  than  had  been  characteristic  in  the  past.  This 
was  its  broad  mission -"a  stable  and  cooperative  fiscal  rela- 
tionship." Within  this  definition,  the  Committee  was  given 
wide  discretion  to  outline  the  scope  of  its  study  and  to  de- 
termine priorities  and  procedures  of  inquiry. 

Committee's  Composition 

The  Committee  was  chosen  on  a  State-wide  basis;  its  ten 
members  were  appointed  jointly  by  Governor  Harriman  and 
Mayor  Wagner.  It  was  a  citizen  group  selected  from  the  fields 
of  business,  education,  law,  and  public  affairs.  No  member  held 
an  official  position  in  the  State  or  City  government.  Benjamin 
J.  Buttenwieser  was  made  chairman  and  John  B.  Blandford, 
Jr.,  was  appointed  executive  director.  Consequently,  the  Com- 
mittee's report  is  commonly  known  as  the  Buttenwieser-Bland- 
ford  report. 

Purpose  and  Function 

The  Committee  studied  the  internal  operations  of  the  State 
and  the  City  only  with  regard  to  their  external  relations  with 
each  other.  Focus  was  put  on  mutual  problems  and  inter-rela- 
tionships. But  the  Committee's  approach  expanded  once  it  be- 
came apparent  that  sizable  fiscal  problems  and  significant 
solutions  involved  a  great  deal  more  than  just  fiscal  consid- 
erations. As  a  result,  the  Committee  came  to  the  conclusion 
that  its  contribution  lay  in  the  area  where  the  larger  problems 
of  fiscal  and  governmental  relations  interlock. 

Since  the  Committee  was  also  requested  by  the  State  and 
City  to  suggest  long-term  measures  to  stabilize  their  fiscal  re- 
lationship, it  looked  beyond  the  immediate  scene.  The  Com- 
mittee stressed  that  its  recommendations  should  be  responsive 
to  farsighted  projections  of  governmental  needs  and  progress, 
and  that  they  should  be  conditioned  by  lessons  learned  from 
a  long  history  of  State-City  fiscal  relations.  To  guide  its  study, 
therefore,  an  inventory  was  made  of  trends  and  significant 
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events  in  the  history  of  their  fiscal  relations.  The  inventory 
was  to  give  the  Committee  perspective,  provide  a  base  for 
proposals,  and  suggest  priorities. 

Five  premises  guided  the  Committee  in  its  work.  Briefly,  these 
were : 

1.  Both  State  and  City  desired  to  end  fiscal  bickering  and 
to  put  their  relationship  on  a  higher  level. 

2.  The  inquiry  and  the  recommendations  should  touch  on 
fundamental  problems. 

3.  New  areas  should  be  explored  in  the  search  for  improve- 
ment. 

4.  New  solutions  are  constantly  being  required  in  the  ever- 
changing  patterns  of  government. 

5.  Citizen  participation  is  necessary  in  solving  the  govern- 
ment's fiscal  problems. 

Procedure 

The  Committee  achieved  its  review  of  fiscal  relations  through 
a  series  of  conferences  and  through  the  use  of  experts,  officials, 
and,  consultants.  A  series  of  eight  conferences  were  held  with 
representatives  of  State  commissions  and  national  organiza- 
tions in  the  fiscal  relations  field.  Informal  conferences  were  also 
held  with  representatives  of  the  State  and  City  governments. 

The  final  report  of  the  Committee  was  submitted  to  the  Gov- 
ernor and  the  Mayor  on  November  15,  1956.  Months  of  re- 
search, consultation,  and  conference  went  into  its  makeup.  Its 
conclusions  and  recommendations  were  supported  by  staff  and 
consultant  memoranda. 

Nature  of  Report 

The  Committee  submitted  its  interim  report  on  January  31, 
1956,  outlining  its  plans  and  agenda  for  completing  its  mission. 
At  this  time,  it  presented  four  general  recommendations  and 
commented  on  five  issues  that  had  been  specifically  referred  to 
it.  The  Committee  made  the  following  four  general  recom- 
mendations: 

1.  The  State  and  City  should  jointly  establish  a  staff  arrange- 
ment to  cooperate  in  the  preparation  of  revenues  and  ex- 
penditure programs  for  the  State  and  City  for  a  reasonable 
period  ahead ;  they  also  should  agree  upon  criteria  and  assump- 
tions for  such  forecasts. 

2.  The  State  and  City  should  establish  a  joint  committee  at 
high  administrative  levels  to  seek  further  simplification  of  the 
administrative  relationship  between  the  State  and  the  City 
in  the  field  of  welfare  aid,  with  due  consideration  for  the 
Federal  factor. 


3.  The  City  should  expand  its  efforts  to  increase  revenues. 

4.  A  center  should  be  established  for  continuing  research 
and  publication  in  the  field  of  intergovernmental  relations, 
under  the  sponsorship  of  State  and  local  governments. 

The  five  issues  that  were  referred  to  the  Committee  for 
specific  recommendations  included  the  sharing  of  revenues 
from  motor  vehicle  licenses;  sharing  of  the  collections  from 
the  motor  fuel  tax;  taxation  of  pari-mutuel  betting  on  flat  rac- 
ing; reimbursement  of  the  City  for  cost  of  day  care  for  chil- 
dren; and  consideration  of  financial  aspects  of  the  higher 
education  program  of  the  City. 

What  the  Committee  Found 

The  Committee  presented  its  conclusions  and  recommenda- 
tions in  its  final  report  in  broad  outline  and  summary  form  in 
the  hope  that  this  treatment  would  focus  attention  on  prin- 
ciples, policies,  and  proposals,  rather  than  on  methods  and  de- 
tails. Eight  principal  recommendations  were  made,  reflecting 
areas  of  weaknesses  and  need  in  fiscal  relationships.  Each  area 
was  examined  carefully,  with  specific  proposals  outlined  by  the 
Committee.  The  proposals  were  designed  to  fit  a  new  and 
integrated  concept  of  fiscal  relations.  The  Committee  offered 
what  it  called  "a  full  package  of  fiscal  relationships." 

The  Committee's  recommendations  were: 

1.  Responsibility  for  creating  a  new  environment  for  State- 
City  fiscal  relationships  should  be  assumed  by  the  State.  The 
City  and  State  should  cooperatively  revise  functional  alloca- 
tions, decentralization  procedures,  and  constitutional  and  stat- 
utory restrictions.  The  new  relationship  should  be  flexible 
enough  to  respond  to  the  special  need  of  the  City,  yet  recognize 
the  mutual  dependence  of  the  City  and  the  State. 

2.  The  City  should  meet  State  action  through  accelerated 
efforts  to  improve  administrative  management  and  fiscal  plan- 
ning to  justify  being  given  greater  fiscal  authority  by  the  State. 
Both  short  and  long  term  fiscal  planning  should  be  under  the 
leadership  of  the  mayor  and  the  Division  of  Administration. 
Current  and  capital  budgeting  and  programming  should  be 
integrated. 

3.  The  City  should  be  given  fiscal  powers  commensurate  with 
its  responsibilities  and  capacities.  For  example,  the  authority 
to  levy  a  surcharge  on  State  personal  income  taxes  might  be 
given  to  the  City. 

4.  The  City  should  integrate  its  transportation  revenues  to 
relieve  a  basic  City  fiscal  problem-capital  financing.  A  unified 
transportation  agency  should  be  created  to  operate  and  to  ex- 
pand programs  and  facilities  with  current  revenues.  The 
Mayor's  Committee  also  had  recommended  the  creation  of  such 


an  agency  "the  New  York  Transportation  Authority  to  operate 
and  maintain  the  transit  facilities  owned  by  the  C  ty  of  New 
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by  assuming  full  responsibility  for  arterial  highway  const  c 
tion  in  the  City  Extensive  surveying  of  needs  as  well  as  unnied 
planning  should  be  undertaken. 

6.  The  State's  general-purpose  grant  to  municipalities  should 
be  reconsidered,  both  as  to  its  role  and  as  to  its  basis  of  dis- 
tribution. It  should  be  a  more  useful  and  refined  instrument 
for  adjustment  of  fiscal  imbalance  in  local  government  More 
over,  it  should  be  increased  by  50  per  cent  to  compensate  for 
the  reduced  value  of  the  dollar. 

7.  State-City  fiscal  relations  for  the  future  should  focus  on 
the  concept  of  fiscal  imbalance.  Stated  simply,  fiscal  imbalance 
occurs  as  a  result  of  the  distribution  of  performing  functions, 
which  requires  the  City  to  spend  more  money  than  it  is  per- 
mitted to  raise  in  revenue.  Normally,  the  State  offsets  this  by 
sharing  taxes  or  by  distributing  grants-in-aid.  It  was  the  Com- 
mittee's opinion  that  this  imbalance  had  not  been  adequately 
adjusted. 

8.  State-City  relations  must  become  a  cooperative  effort. 
Fiscal  relations  should  broaden  into  intergovernmental  co- 
operation, and  the  concepts  of  decentralization  and  interde- 
pendence should  become  the  prevailing  practice  in  the  govern- 
mental affairs  for  both  State  and  City. 

ACCOMPLISHMENTS  OF  THE  SURVEY  GROUPS 

Taken  as  a  whole,  these  three  major  studies  have  broadly 
surveyed  the  City's  governmental  structure  as  well  as  the  more 
highly  specialized  field  of  State-City  fiscal  relationships.  They 
have  covered  in  greater  or  lesser  degree  the  areas  of  top  struc- 
ture, including  the  mayor,  the  Board  of  Estimate,  the  comp- 
troller, and  the  borough  presidents;  budget  control  and  plan- 
ning; debt  management;  personnel  administration;  manage- 
ment improvement;  and  departmental  organization.  And  they 
have  spelled  out  both  broad  and  detailed  recommendations. 
But  what  has  happened  in  the  past  ten  years  since  the  first 
of  these  three  major  studies  was  begun?  What  action  has  been 
taken?  What  has  been  accomplished? 

At  first  glance,  it  might  seem  as  if  a  great  deal  of  progress 
had  been  made,  but,  in  relation  to  the  total  number  of  findings 
and  recommendations,  basic  progress  is  insufficient.  Both  the 
Mayor's  Committee  on  Management  Survey  and  the  Temporary 
State  Commission  identified  special  areas  for  major  changes, 
and  in  all  of  these  a  certain  amount  of  improvement  has  been 
made.  A  Division  of  Administration  under  a  city  administrator 
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standards  is  now  prepared  side  by  side  with  the  old  line-item 
budget;  personnel  management  has  been  improved  through  the 
introduction  of  a  new  Department  of  Personnel,  a  new  Civil 
service  Commission,  and  an  interdepartmental  personnel  coun- 
cil. These  are  major  accomplishments  and  their  significance 
should  not  be  overlooked. 

Nevertheless,  an  objective  appraisal  must  point  out  that  none 
of  these  changes  accomplished  fully  what  had  been  hoped  for 
IB  the  studies.  The  city  administrator  has  not  truly  become  the 
"Director  of  Administration  to  assist  the  Mayor  in  the  general 
coordination  of  all  departmental  activities."  While  he  has  been 
called  upon  to  make  special  management  surveys  as  a  trouble- 
shooter  for  the  mayor,  he  has  had  few  day-to-day  contacts  with 
the  departments,  no  control  over  the  budget,  and  little  to  say 
about  personnel.  In  effect,  he  performs  functions  similar  to 
those  of  a  management  consulting  firm.  The  deputy  mayor,  the 
director  of  the  budget,  and  the  director  of  personnel  all  have 
important  management  functions,  but  their  relation  to  each 
other  and  to  the  city  administrator  are  confused. 

There  has  been  little  evidence  of  "vigorous  continuing  efforts 
to  improve  management"  outside  of  the  endeavors  of  the  city 
administrator's  office.  Department  organization  shows  little 
change.  Where  budget,  personnel,  and  management  aides  to 
the  commissioners  have  been  appointed,  they  have  rarely  had 
any  professional  training-this  was  the  very  essence  of  the 
Mayor's  Committee  recommendation.  Moreover,  in  departmen- 
tal reorganization  there  has  been  no  systemic  effort  to  imple- 
ment the  hundreds  of  detailed  recommendations  contained  in 
the  various  technical  studies. 

Only  one  major  change  has  been  made  in  the  Board  of  Esti- 
mate. An  agency,  the  Bureau  of  Real  Estate,  has  been  trans- 
ferred from  its  immediate  jurisdiction.  Three  other  adminis- 
trative agencies  still  remain  under  its  direct  control:  the 
Bureau  of  Franchises,  the  Bureau  of  Retirement  and  Pensions, 
and  the  Bureau  of  Engineering.  This  situation  not  only  imposes 
administrative  duties  on  the  Board  of  Estimate  but  withholds 
power  from  the  mayor  and  makes  for  diffusion  of  executive 
authority.  In  addition,  the  Board  has  not  been  provided  with 
appropriate  staff ;  in  effect,  it  has  made  the  Budget  Bureau  its 
staff.  Consequently,  budgeting  -  long  recognized  as  an  impor- 
tant management  tool  of  the  chief  executive-has  become  iden- 
tified with  the  legislative  branch,  or,  more  strictly  speaking,  it 
is  in  the  hands  of  a  combined  executive  and  legislative 
committee. 

The  City  now  has  a  program  budget  that  has  some  useful- 
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ness  as  a  planning  document,  but  the  old  line-item  document 
still  controls  all  expenditures.  Personnel  vacancies  still  can- 
not be  filled  without  specific  approval  of  the  budget  director, 
and  department  heads  still  find  their  energies  expended  in 
quibbling  over  each  individual  job  and  each  individual  ex- 
penditure. The  budget  is  still  a  strait  jacket.  Attention  of  the 
Board  of  Estimate  must  be  given  to  each  individual  transfer 
of  funds  after  the  budget  has  been  approved.  In  the  course 
of  a  year,  there  are  thousands  of  such  changes. 

Although  the  old  civil  service  law  has  been  amended  and  a 
new  Department  of  Personnel  under  a  personnel  director  has 
been  established,  there  has  been  little  improvement  in  the 
City's  efforts  to  recruit,  examine,  and  train  personnel.  Despite 
the  detailed  recommendations  of  the  Mayor's  Committee,  mul- 
tiple pension  systems  still  have  not  been  consolidated.  In  fact, 
no  progress  in  this  direction  can  be  observed.  The  new  Career 
and  Salary  Plan  has  grave  defects. 

Briefly  summarized,  this  review  of  recent  studies  makes  one 
thing  clear.  New  York  City's  governmental  operations  and 
structure  have  been  thoroughly  examined  and  studied.  Time, 
effort,  and  money  have  not  been  spared.  But,  despite  these 
thorough  studies  and  despite  their  carefully  drawn  recom- 
mendations, all  too  little  has  been  incorporated  into  the  City's 
procedures  and  machinery. 

The  Table 

The  present  status  of  the  major  findings  and  recommenda- 


tions of  the  three  surveys  of  New  York  City  in  the  years  1950- 
1956  are  set  forth  in  the  table  below.  For  brevity,  each  survey 
is  indicated  in  the  table  by  its  more  popular  name:  the  Mayor's 
Committee  on  Management  Survey  is  listed  as  Gulick  I  and 
Gulick  II,  depending  upon  the  particular  volume  of  the  report; 
the  Temporary  State  Commission  to  Study  the  Organizational 
Structure  of  the  Government  of  the  City  of  New  York  is  listed 
as  Josephs-Sayre  I  and  II ;  and  the  New  York  State-New  York 
City  Fiscal  Relations  Committee  is  listed  as  Buttenwieser- 
Blandford. 

Most  of  the  major  recommendations  were  identified  in  the 
reports  and  presented  no  problem  of  selection.  However,  sup- 
porting recommendations  were  sometimes  outlined  in  greater 
detail  for  some  areas  than  for  others.  The  result  is  that  some 
of  the  most  significant  recommendations  relating  to  the  top 
structure  of  the  City's  government  are  contained  in  the  de- 
tailed text.  It  is  impossible,  therefore,  to  come  up  with  a  box 
score  by  simply  totaling  the  recommendations  upon  which 
action  has  been  taken  without  distinguishing  between  major 
and  minor  ones. 

Every  effort  has  been  made  to  be  objective  in  determining 
the  present  status  of  the  recommendations.  City  officials,  civic 
organizations,  and  municipal  research  groups  have  been  con- 
sulted, and  the  City  charter  has  been  examined  along  with 
relevant  statutes.  Thus,  the  decision  reached  on  "status"  for 
each  recommendation  represents  a  concensus  of  authoritative 
opinion. 


TABLE 


INDICATING  PRESENT  STATUS  OF 


OF   MANAGEMENT  SURVEYS  OF   NEW  YORK 


MAJOR  FINDINGS  AND  RECOMMENDATIONS 


CITY,  1950-1956 


I.  Top  Structure  of  the  City's  Government 

the?omEp^  is  divided  among  the  mayor. 

THE  COMPTROLLER  AND  THE  FIVE  BOROUGH  PRESIDENTS."  (GULICK  I) 


SOURCE 


1.  Gulick  I 


2.  Josephs- 
Sayre 


3.  Gulick  I 
Josephs- 
Say  re  I 


4.  Gulick  I 


FINDINGS 

1.  New  York  needs  more  and  better  top 
management.  The  mayor  is  swamped  with 
day-to-day  tasks  and  is  forced  to  deal  with 
almost  everything  on  a  crisis  basis. 


2.  The  mayor  is  greatly  overburdened.  The 
job  is  too  large  for  any  individual  to  handle 
personally.  The  mayor  has  no  general  man- 
agement assistance. 


3.  The  mayor  needs  a  deputy  to  assist  him 
in  carrying  out  his  legislative  and  ceremo- 
nial responsibilities. 


4.  The  Board  of  Estimate  has  assumed 
many  of  the  functions  normally  performed 
by  a  chief  executive. 


RECOMMENDATIONS 

1.  The  office  of  the  mayor  should  be  reor- 
ganized so  that  he  can  operate  as  chief 
executive. 


(a)  Adequate  personal  staff. 

(b)  Establish  a  mayor's  management 
cabinet. 

(c)  Establish  a  larger  management 
council  consisting  of  all  department 
heads. 

(d)  Create  post  of  "director  of  admin- 
istration" to  assist  mayor  in  coordinat- 
ing departmental  activities. 


2.  Establish  a  city  administrator  as  sec- 
ond-in-command to  the  mayor.  He  should 
have  wide  powers,  including  authority  to 
appoint  and  remove  heads  of  departments. 


STATUS 


3.  The  present  office  of  deputy  mayor 
should  be  continued.  He  should  represent 
the  mayor,  when  needed,  at  Board  of  Esti- 
mate meetings  and  on  ceremonial  occa- 
sions. 

4.  Divest  the  Board  of  Estimate  of  admin- 
istrative tasks: 

(a)  Transfer  Bureau  of  Franchises  to 
Law  Department. 

(b)  Make  Real  Estate  Bureau  independ- 
ent department. 

(c)  Transfer  Bureau  of  Retirement  and 
Pensions  to  Department  of  Personnel. 

(d)  Strengthen  personal  staffs  of  Board 
members. 


1.  Some  progress 


(a)  Done 

(b)  Done 

(c)  No  action 


(d)  Post  of  city  ad- 
ministrator created,  but 
certain  agencies  includ- 
ing Bureau  of  the  Bud- 
get exempted  from  its 
jurisdiction. 

2.  Gulick  proposal  not  Jo- 
sephs-Sayre  recommenda- 
tion adopted.  The  present 
city  administrator  does 
not  have  budget  or  person- 
nel authority,  nor  does  he 
appoint  and  remove  de- 
partment heads. 

3.  Done  but  mayor  still 
makes  a  huge  number  of 
personal  appearances. 


4.  Minimum  action 

(a)  No  action 

(b)  Done 

(c)  No  action 

(d)  No  action 
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SOURCE 


FINDINGS 


RECOMMENDATIONS 


STATUS 


5.  Josephs- 
Say  re  II 


6.  Josephs- 
Sayre  II 


7.  Gulick  I 


8.  Gulick  I 


9.  Gulick  I 
Josephs- 
Say  re  II 


5.  The  Board's  calendar  procedures  are 
overloaded  with  many  details. 


6.  Borough  presidents  divide  their  time 
between  legislative  duties  as  members  of 
the  Board  of  Estimate  and  administrative 
duties  relating  to  public  works  in  their  re- 
spective boroughs. 

7.  The  comptroller's  office  divides  its  atten- 
tion between  post  auditing  and  routine  tax 
administration  functions. 


8.  Many  of  the  City's  failures  and  diffi- 
culties arise  from  the  effort  of  the  central 
government  agencies  to  run  the  depart- 
ments directly. 


9.  There  is  not  enough  top  and  middle 
managerial  assistance  in  the  departments. 
Many  commissioners  find  themselves 
bogged  down.  They  issue  orders  that  do  not 
get  carried  out,  and  are  faced  with  what 
seem  to  be  insuperable  walls  in  budget 
and  personnel  problems. 

(a)  There  is  no  clearly  defined  second- 
in-command  in  most  City  departments. 
The  commissioner,  especially  in  the 
larger  agencies,  needs  a  general  manager 
to  give  continuing  attention  to  the  ad- 
ministration of  the  department. 

(b)  Deputy  commissioners'  duties  and 
responsibilities  are  organized  in  a  hap- 
hazard way. 

(c)  Departmental  budget  functions  gen- 
erally are  not  handled  by  professionally 
trained  budget  officer. 

(d)  Personnel  management  in  the  City 
government  is  highly  centralized  in  the 
Civil  Service  Commission.  The  operat- 
ing departments  have  no  professionally 
trained  staffs. 

(e)  The  responsibility  for  internal  de- 
partment organization  rests  with  each 
agency,  which  lacks  trained  staff  to  deal 
with  this  problem. 


5.  Delegate  to  mayor  and  appropriate  de- 
partment heads  power  to  act  on  routine 
matters. 

6.  Administrative  functions  of  borough 
presidents  should  be  transferred  to  De- 
partment of  Public  Works. 


7.  The  comptroller's  office  should  be  re- 
lieved of  tax  administration  functions.  It 
should  devote  full  time  to  auditing,  debt 
management,  and  "watchdog"  activities. 

8.  The  mayor,  the  Board  of  Estimate,  and 
the  City  Council  should  be  organized  as 
the  central  directorate  of  the  City  govern- 
ment. Technical  details  should  be  left  to 
the  various  departments. 

9.  The  internal  organization  of  the  various 
departments  should  be  improved. 


(a)  A  deputy  commissioner  should  be 
assigned  broad  managerial  responsibili- 
ties as  the  second-in-command  in  each 
department. 


(b)  Deputy  commissioners' 
should  be  clearly  defined. 


(1  uties 


(c)  Provide  each  department  with  an 
adequate  budget  staff  under  professional 
direction. 

(d)  Departmental  personnel  offices  un- 
der professional  direction  should  be  es- 
tablished in  each  agency. 


(e)  Create  a  small  trained  organization 
and  methods  staff  to  assist  departments. 


5.  No  action 


6.  No  action 


7.  No  action 


8.  No  progress  apparent 
in  the  way  contemplated 
by  recommendation. 


9.  Some  progress  made, 
but  budget,  personnel,  and 
management  posts  rarely 
filled  by  professionally 
trained  people. 


(a)  Most  departments 
have  a  deputy  commis- 
sioner, but  he  is  not  al- 
ways assigned  broad 
management  responsi- 
bilities. 

(b)  Rarely  done 


(c)  Not  done  generally 


(d)  Rarely  done 


(e)  Rarely  done 


10.  Josephs-         10.  The  possibilities  of  consolidating  agen-  10.  Study  should  be  given  to  the  possibili-  10.    No  comprehensive 

Sayre  II         cies  or  redistributing  functions  between  ties  of  reorganizing  and  consolidating  City  study,  but  city  adminis- 

Gulick  I         agencies  has  not  been  thoroughly  studied  departments.  trator  has  made  special 

since  1937.  studies  in  specific  areas. 
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11.  The  City's  financial  administration  is 
now  divided  among  seven  separate  agen- 
cies: the  Tax  Department,  Tax  Commis- 
sion, the  comptroller,  the  treasurer,  the 
Water  Register,  the  Fire  Department,'  and 
the  Board  of  Assessors. 

12.  The  planning  function  is  now  largely 
under  the  control  of  a  commission,  com- 
posed of  members  with  overlapping  terms, 
which  is  legally  independent  of  the  mayor. 


13.  Executive  salaries  are  badly  out  of 
line  with  modern  conditions  and  are  in- 
consistent from  department  to  department. 


14.  In  general,  there  is  an  inadequate 
amount  of  money,  manpower,  and  office 
space  available  for  the  effective  perform- 
ance of  managerial  tasks. 


11.  A  new  unified  Department  of  Taxation 
and  Finance  should  be  created  and  placed 
under  the  direction  of  the  mayor. 


12.  The  City  Planning  Commission  should 
be  a  quasi-legislative  body  for  matters  of 
zoning,  the  City  map,  and  master  plan.  A 
new  post  of  director  of  city  planning 
should  be  created  and  filled  by  appointment 
of  the  mayor.  He  would  be  in  charge  of  all 
planning  operations. 

13.  Commissioners'  salaries  should  be  in- 
creased so  that  the  scale  would  be  from 
$20,000  to  $25,000  depending  on  size  of 
agency.  Top  staff  should  receive  corre- 
sponding salaries. 

14.  Adequate  money,  manpower,  and  office 
space  should  be  made  available  for  the  top 
structure  of  the  City's  government. 

(a)  Create  100  new  managerial  and  staff 
positions  costing  approximately  $5  mil- 
lion annually. 

(b)  Build  a  single,  modern  office  build- 
ing to  house  top  management  affairs  of 
the  City. 


11.  No  action 


12.  Done 


13.  Done 


14.  Some  progress 


(a)  Number  has  in- 
creased, but  published 
data  on  cost  not  readily 
available. 

(b)  In  planning  stage. 


II.  Budget  Planning  and  Control 

'NEW  YORK  CITY'S  BUDGET  IS  AN  INDIFFERENT  PLANNING  INSTRUMENT, 
A  METICULOUS  BUT  INEFFICIENT  INSTRUMENT  OF  CONTROL."  (GULICK  I) 


FINDINGS 


RECOMMENDATIONS 


STATUS 


15.  The  line-item  budget  strangles  manage- 
ment without  establishing  effective  control 
or  giving  the  public  adequate  information. 


(a)  The  long  list  of  position  titles  and 
salaries  that  make  up  the  bulk  of  the 
budget  serve  no  purpose  in  planning, 
give  no  indication  of  activities  engaged 
in  or  indicate  quantities  of  material  or 
manpower  required  for  specific  purposes. 


15.  Substitute  a  modern  program  budget 
for  the  outmoded  line-item  budget. 


(a)  The  program  budget  would  show 
what  activities  departments  are  author- 
ized to  carry  forward  in  terms  of  expen- 
ditures  for  a  given  year.  It  would 
emphasize  work  to  be  done. 


15.  Budget  now  presented 
in  both  forms,  thus  some- 
what better  for  planning 
purposes.  However,  line- 
item  budget  still  used  for 
control  of  personnel  and 
expenditures.  Consequent- 
ly, principal  purpose  of 
recommendation  not 
achieved. 

(a)  Some  improvement 
inasmuch  as  incomplete 
program  budget  accom- 
panies line-item  budget. 


SOURCE 


FINDINGS 


RECOMMENDATIONS 


STATUS 


15.  Gulick  I  (b)  As  a  planning  instrument,  the 

(cont.)  budget  is  deficient  because  it  fails  to  use 

past  performance  data  or  unit  costs. 

(c)  The  New  York  City  budget  is  pre- 
sented in  two  uncoordinated  parts  — ex- 
pense and  capital  — neither  of  which  is 
sufficiently  comprehensive  or  final  to 
meet  modern  standards.  Moreover,  the 
capital  budget  is  on  a  calendar  year  basis 
and  the  expense  budget  on  a  fiscal  year 
basis. 

(d)  As  a  means  of  control,  the  budget 
puts  the  departments  in  a  strait  jacket 
because  each  line  becomes  law  and  trans- 
fers are  not  permitted  without  approval 
of  budget  director  and  Board  of  Esti- 
mate. Also,  no  personnel  vacancies  can 
be  filled  without  budget  director's  ap- 
proval, even  when  provided  for  in  budget. 

(e)  The  New  York  City  budget  does  not 
rest  upon  a  modern  system  of  accounts 
designed  to  control  spending. 


(f )  The  capital  budget  contains  too  much 
as  to  details  and  too  little  as  to  policies 
and  justifications,  and  is  now  little  more 
than  a  list  of  pious  hopes. 


(b)  Budget  should  indicate  costs  of  each 
program,  including  unit  costs,  work 
schedules,  previous  year's  expenditures, 
etc. 

(c)  The  capital  budget  should  be  shifted 
from  the  calendar  to  the  fiscal  year  to 
permit  an  integrated  review  of  the  City's 
expenditure  for  the  coming  year. 


(d)  Under  a  program  budget,  requests 
would  be  for  lump  sums  to  carry  out  de- 
fined programs.  The  control  system 
should  be  based  on  quarterly  allotments 
that,  in  turn,  are  based  on  work  plans 
set  forth  in  a  program  budget. 


(e)  The  central  accounting  system  should 
be  revised  to  correspond  to  new  budget 
classification.  Entire  accounting  system 
should  be  placed  on  an  accrual  system 
instead  of  the  cash  and  accrual  system 
now  used.  This  should  be  the  responsi- 
bility of  the  comptroller. 

(f)  The  capital  budget  should  be  an 
order  of  priorities  based  upon  the  rec- 
ommendations of  the  City  Planning  Com- 
mission with  the  approval  of  the  Board 
of  Estimate. 


(b)  Considerable  im- 
provement although 
some  of  the  unit  costs 
are  unrealistic. 

(c)  No  action 


(d)  No  action 


(e)  No  action 


(f )  No  action 


16.  Butten- 
wieser 
Blandford 


Josephs- 
Say  re  II 


16.  Responsibilities  for  fiscal  planning  are 
scattered  among  a  number  of  City  agen- 
cies. These  include  the  mayor,  Bureau  of 
Budget,  comptroller,  City  Planning  Com- 
mission, the  Board  of  Estimate,  and  City 
Council. 

(a)  The  office  of  the  mayor  has  large 
fiscal  planning  responsibilities— and  even 
larger  potential. 


(b)  The  mayor's  principal  staff  arm,  the 
city  administrator,  is  specifically  ex- 
cluded from  supervising  those  offices 
concerned  with  fiscal  planning-the  Bu- 
reau of  Budget,  the  city  construction  co- 
ordinator, and  the  City  Planning  Com- 
mission. 


16.  The  City  should  gain  greater  fiscal  ad- 
ministrative responsibility  through  a  care- 
ful redefining  of  responsibility  among  these 
City  officials. 


(a)  The  mayor,  fully  and  clearly,  should 
have  the  responsibility  for  the  fiscal 
planning  as  well  as  the  annual  budget. 
He  should  present  his  plans  and  esti- 
mates of  costs,  together  with  estimates 
of  revenues,  to  Board  of  Estimate  and 
City  Council  for  information  and  action. 

(b)  The  Division  of  Administration 
(city  administrator)  should  be  the  may- 
or's workshop  for  long-term  fiscal  and 
program  projections  and  for  medium- 
term  fiscal  planning.  It  should  be  chan- 
nel of  communication  with  the  Budget 
Bureau. 


16.  No  action 


fa)  No  action 


(b)  No  action 
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RECOMMENDATIONS 


STATUS 


(c)  The  Bureau  of  the  Budget  prepares 
the  mayor's  expense  budget  and  partici- 
pates in  the  preparation  of  the  capital 
programming.  The  City  Planning  Com- 
mission prepares  the  capital  budget  but 
lacks  resources  to  do  the  job  effectively. 


(c)  No  action 


(c)  The  Bureau  of  the  Budget  should  be 
the  arm  of  the  mayor  and  the  city  ad- 
ministrator for  the  coordination  and 
review  of  the  City's  annual  programs. 
The  City  Planning  Commission  should 
continue  responsibility  for  developing 
and  maintaining  a  master  plan.  How- 
ever, it  should  yield  its  responsibility 
for  preparing  the  capital  program  and 
budget. 

(d)  The  comptroller  should  continue  as 
the  principal  source  of  information  and 
projections  of  the  City's  revenues  and 
debt,  but  the  mayor's  estimates  of  rev- 
enue and  debt  factors  should  be  included 
along  with  the  comptroller's  in  the  may- 
or's medium-range  fiscal  plan. 

III.  Debt  Management 

"THE  PAY-AS-YOU-GO  PLAN  OF  THE  1936  CHARTER  HAS  NOT  YET  RESULTED 
IN  ANY  SUBSTANTIAL  CHANGE  IN  THE  CITY'S  FINANCIAL  POLICY"  (GULICK  I. 


(d)  The  expense  budget  is  based  upon 
revenue  estimates  of  the  comptroller 
rather  than  those  of  the  mayor. 


(d)  No  action 


FINDINGS 

17.  New  York  City's  debt  is  far  larger  per 
person  than  that  of  any  other  large  city.  It 
is  also  largest  in  relation  to  aggregate  true 
value  of  taxable  property.  New  York  City 
bonds  command  a  lower  price  than  bonds 
of  many  other  cities. 


18.  A  State  constitutional  restriction  plac- 
ing a  limit  on  the  debt  of  the  City  to  a  per- 
centage of  the  true  value  of  real  estate  is 
no  longer  appropriate.  Other  important 
sources  of  revenue  are  now  available  to  the 
City  to  provide  it  with  sufficient  guarantees 
and  support  on  which  to  base  the  issuance 
of  additional  obligations. 


RECOMMENDATIONS 

17.  Efforts  should  be  made  to  improve  New 
York  City's  credit  standing  by  keeping  in- 
vestors better  informed  of  City's  financial 
status  and  by  offering  long-term  bonds  on 
the  market  rather  than  by  putting  them 
all  in  the  sinking  fund.  The  City  would  gain 
financially  if  a  much  larger  proportion  of 
its  sinking  funds  were  invested  in  Federal 
rather  than  City  securities. 

18.  The  State  and  the  City  should  jointly 
search  for  a  substitute  for  present  method 
of  limiting  the  City's  debt. 


STATUS 


17.  Substantially  im- 
proved, but  much  remains 
to  be  done. 


18.  No  action 


IV.  Personnel  Administration 

"CITY  COMMISSIONERS  NOW  REGARD  CIVIL  SERVICE 
AS  THEIR  GREATEST  SINGLE  HANDICAP  IN  GETTING  THEIR  WORK  DONE"  (GULICK  I) 


FINDINGS 

19.  The  civil  service  stands  in  the  way  of 
a  real  merit  system,  discourages  careers 
in  the  public  service,  leads  to  a  high  turn- 
over, turns  the  probation  system  into  a 
dead  letter,  makes  it  harder  and  harder  to 
get  top  quality,  fills  too  many  jobs  with  pro- 
visionals, keeps  the  departments  waiting 
too  long  for  their  needed  people  and  the 


RECOMMENDATIONS 

19.  Install  a  comprehensive  up-to-date  sys- 
tem of  Personnel  Administration. 

(a)  Abolish  the  Municipal  Civil  Service 
Commission  and  establish,  by  charter 
amendment,  a  new  department  of  per- 
sonnel and  a  Civil  Service  Commission 
of  three.  The  Commission  should  devote 


STATUS 

19.  Some  improvement 
(a)  Done 


SOURCE 


FINDINGS 


RECOMMENDATIONS 


STATUS 


19.  Gulick  I 
(cont.) 


20.  Gulick  I 


21.  Gulick  I 


selected  people  too  long  for  their  appoint- 
ments, and  provides  no  proper  handling  of 
the  salary  and  pension  problem. 


20.  The  Lyons  Law  requiring  residence  for 
three  years  prior  to  appointment  to  civil 
service  positions  has  outlived  its  useful- 
ness. This  residence  requirement  has  be- 
come more  of  a  hindrance  than  a  benefit 
to  the  City. 

21.  The  existing  titles  and  classes  of  City 
civil  service  positions  have  evolved  without 
systematic  plan  over  the  past  decades  and 
leave  a  great  deal  to  be  desired.  Identical 
titles  have  totally  different  meanings  in 
the  several  departments  and  similar  work 
is  paid  for  at  different  rates. 


itself  to  the  general  supervision  of  the 
department  and  to  quasi-legal  and  quasi- 
judicial  functions. 

(b)  Create  the  new  position  of  person- 
nel administrator,  to  be  appointed  by 
the  Commission  with  the  approval  of  the 
mayor.  He  will  perform  the  administra- 
tive and  technical  operations  of  the 
department. 

(c)  Establish  professionally  trained 
directors  of  personnel  in  each  major  de- 
partment with  the  responsibility  of 
working  out  for  each  department  head 
the  personnel  program  for  the  agency 
and  assisting  the  department  head  in  its 
administration. 

Cd)  Establish  a  municipal  Personnel 
Council,  under  the  chairmanship  of  the 
personnel  administrator  and  composed 
of  agency  directors  of  personnel. 

20.  The  Civil  Service  Commission  should 
be  empowered  by  local  law  to  waive  resi- 
dence requirements  or  to  accept  transfer  of 
residence  to  the  City  within  a  reasonable 
length  of  time. 


21.  A  new  Classification  Division  headed 
by  a  qualified  administrator  should  be  es- 
tablished in  the  personnel  agency.  It  should 
absorb  the  present  classification  unit. 

(a)  Under  the  leadership  of  the  Classi- 
fication Division,  the  Civil  Service  Com- 
mission and  the  Bureau  of  the  Budget 
should  work  out  a  complete  career  and 
salary  plan. 

(b)  The  new  classification  and  graded 
pay  plan  should  become  fully  operative 
on  a  comprehensive  basis  as  quickly  as 
possible. 


(b)  Position  of  person- 
nel director  and  chair- 
man of  the  Civil  Service 
Commission  combined  in 
same  person,  appointed 
by  the  mayor. 

(c)  Personnel  function 
is  performed  in  all  City 
agencies,  but  frequently 
not  by  a  professionally 
trained  officer.  The  pro- 
posed personnel  officer 
classification  rejected  by 
Board  of  Estimate. 

(d)  Done 


20.  No  action 


21.  Done 


fa)  Done 


(b)  Substantially  done. 
Will  be  completed  by 
June,  1960. 


22.  Gulick  II  22.  New  York  City  lacks  an  adequate  pro- 
gram of  recruitment,  examination,  and  ap- 
pointment. It  takes  more  than  twice  as  long 
for  the  City  than  for  any  other  central 
personnel  agency  reviewed  to  schedule,  an- 
nounce, hold  and  rate  examinations,  and  to 
certify  candidates  for  a  position.  The  ex- 
aminations given  are  not  up  to  the  stand- 
ards observed  elsewhere.  The  job  descrip- 
tions are  too  broad  and  vague;  the 


22.  Recommendations  for  the  improve- 
ment of  recruiting  and  examining  for  the 
N.  Y.  C.  Civil  Service: 

(a)  Reduce  routine  activities  of  profes- 
sional examiners. 

(b)  Advertise  better,  by  all  means  pos- 
sible, the  advantages  of  employment  in 
N.  Y.  C.  Civil  Service. 


22.  Some  progress,  but 
still  too  many  delays. 

fa)  Some  progress. 
More  machine  opera- 
tions than  formerly. 

(b)  Some  progress 
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22.  Gulick  II 
(cont.) 


examinations  do  not  include  aptitude  test 
material,  etc. 


23.  Gulick  II 


23.  In  no  field  of  City  management  is  there 
such  an  extensive  patchwork  of  interwoven 
but  mutually  contradictory  provisions  of 
law  as  in  the  N.  Y.  C.  "pension  system." 
Neither  the  City  budget  nor  the  employees 
can  afford  the  extravagant  pension  plans 
that  some  departments  have  blundered  in- 
to in  recent  years.  The  City  has  the  most 
generous  retirement  provisions  found  in 
major  government  jurisdictions.  Seventeen 
per  cent  of  the  City's  total  payroll  goes  into 
various  pension  plans. 

(a)  The  members  of  the  N.  Y.  C.  Em- 
ployees' Retirement  System  and  the 
Board  of  Education  System  are  engaged 
in  similar  types  of  employment  and  many 
of  the  benefits  are  similar. 

(b)  Each  of  the  17  pension  systems  and 
plans  are  separately  administered.  This 
causes  overlapping,  duplication,  and 
waste. 


( c )  The  City  now  pays  75  per  cent  of  the 
annual  contribution  to  Fire  and  Police 
pension  funds,  but  only  50  per  cent  for 
other  City  pension  funds. 

(d)  Employees  of  seven  of  the  eleven 
cultural  institutions  are  not  covered  by 
City  pension  plans  and  must  rely  solely 
on  the  Federal  old  age  insurance  plan. 


(c)  Reapportion  effort  so  as  to  spend 
relatively  less  time  on  investigation. 


(d)  Tighten  declination  rules. 

(e)  Set  up  a  program  of  research  on  the 
quality  of  examinations. 

(f)  Establish  uniform  personnel  poli- 
cies, such  as  those  relating  to  hours  of 
work,  leave,  entrance  pay  rates,  etc. 

(g)  Shorten  drastically,  the  period  be- 
tween the  announcement  of  an  examina- 
tion and  promulgation  of  the  eligible 
register. 

(h)  Revive  the  "Junior  Administrative 
Assistant"  appointments. 


23.  Pension  systems  should  be  consolidated, 
reconciled  along  more  uniform  patterns, 
and  placed  on  a  rational,  reasonable  basis. 


(a)  The  N.  Y.  C.  Employees'  Retire- 
ment System  and  the  Board  of  Education 
Retirement  System  should  be  merged. 


(b)  All  retirement  and  pension  systems 
should  be  consolidated  in  one  City 
agency,  preferably  the  New  York  City 
Employees'  Retirement  System.  As  an 
alternative,  all  pension  systems  might  be 
consolidated  in  two  systems:  The  N.Y. C. 
Employees'  Retirement  System  and  the 
Teachers'  Retirement  System. 

(c)  The  City's  share  of  contribution  in 
behalf  of  new  entrants  should  be  65  per 
cent,  and  no  member  of  the  Fire  or 
Police  Department  should  be  eligible  for 
service  retirement  before  age  45. 

(d)  Steps  should  be  taken  to  survey  the 
problem  of  providing  retirement  benefits 
to  employees  of  the  City's  cultural 
institutions. 


fc)  Some  progress. 
Now  takes  approxi- 
mately 60  days  to  com- 
plete investigation. 

(d)  Done 

(e)  No  action.  Publica- 
tion of  examination 
makes  it  difficult. 

(f)  Done 


(g)  Some  progress 


(h)  No  action.  Board  of 
Estimate  refused  to  ap- 
prove. 


23.  No  action 


(a)  No  action 


(b)  No  action 


(c)  No  action 


fd)  No  action 
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23.  Gulick  II  Ce)  The  exceptional  rise  in  prices  dur- 
(cont.)              ing  the  postwar  period  makes  it  desirable 

that  some  provision  be  made  to  extend 
the  Federal  social  insurance  program  to 
City  employees. 

(f)  Many  of  our  retired  City  employees 
now  find  themselves  unable  to  maintain 
even  a  minimum  standard  of  living  on 
the  meager  retirement  allowances. 

(  jj  )  There  are  a  great  many  inconsist- 
encies among  the  various  City  pension 
plans.  Minimum  retirement  age  varies 
from  55  to  65  or  after  20  to  35  years  of 
service.  Rates  of  contribution  and  bene- 
fits differ  materially. 

24.  Gulick  II        24.  New  York  City  should  try  to  avoid 

creating  a  dissatisfied  public  service. 


(a)  There  is  no  city-wide  policy  on  cer- 
tain city-wide  personnel  relations  prob- 
lems, such  as  lateness,  early  quitting, 
unofficial  coffee  hours,  washroom  clubs, 
unauthorized  absence,  abuse  of  sick 
leave,  and  other  conditions  of  work. 

(b)  The  upward  flow  of  communications 
has  been  reduced,  relatively  speaking,  to 
a  trickle  in  may  agencies. 

(c)  The  City  has  no  definite  policy  on 
relations  with  unions  and  associations  of 
municipal  employees. 


25.  Gulick  II        25.  The  Municipal  Civil  Service  lacks  even 

the  rudiments  of  a  systematic  program  for 
executive  personnel  development. 

26.  Gulick  II        26.  Promotion  in  New  York  City  often 

signifies  an  increase  in  pay  and  official 
grade  with  no  changes  in  duties.  Promotion 
examinations  give  excessive  weight  to  sen- 
iority, stress  rote  memory,  manuals,  and 
conformity  to  existing  procedures. 

27.  Gulick  II        27.  Efficiency  ratings  are  used  merely  as  a 

factor  in  promotion.  Superior  officers  do 
not  often  consult  with  their  subordinates 
when  they  rate  them. 


(e)  City  employees  should  be  brought 
under  the  Federal  social  security  system 
so  that  their  City  retirement  allowance 
may  be  supplemented  by  Federal  old  age 
insurance  benefits. 

(f)  A  careful  study  should  be  made  of 
the  financial  status  of  retired  City  em- 
ployees, to  provide  supplemental  finan- 
cial aid,  as  may  be  necessary,  in  order 
to  relieve  them  from  financial  distress. 

(g)  A  full  and  comprehensive  study 
should  be  made,  from  every  standpoint, 
of  every  retirement  system  and  pension 
fund  to  which  the  City  contributes 
funds,  to  effect  as  great  a  degree  of  uni- 
formity as  possible. 

24.  New  York  City  should  establish  an  em- 
ployee relations  program,  which  would 
stimulate  high  production  by  encouraging 
high  morale,  by  improving  communications, 
and  by  protecting  the  rights  of  the 
employees. 

(a)  The  central  personnel  agency,  on 
recommendation  of  the  municipal  Per- 
sonnel Council,  should  formulate  city- 
wide  policies  on  hours  of  work,  lateness, 
absence,  vacations,  discipline,  etc.,  with 
the  advice  of  the  municipal  Personnel 
Council. 

(b)  The  central  personnel  agency  should 
encourage  ideas,  suggestions,  and  recom- 
mendations of  the  City  employees. 

(c)  The  City  should  eliminate  the  am- 
biguities now  surrounding  membership 
in  unions  or  associations  by  putting  into 
practice  the  executive  order  of  March 
25,  1947,  which  declared  every  employee 
free  to  join  any  union  or  association  of 
his  choosing. 

25.  The  City  should  initiate  as  soon  as 
possible  a  city-wide  program  of  executive 
development. 

26.  The  central  personnel  agency  should 
develop  city-wide  promotion  plans  to  es- 
tablish a  career  service.  Promotion  exami- 
nations should  stress  capacity  to  assume 
greater  responsibility. 

27.  Efficiency  ratings  should  be  primarily 
a  technique  for  establishing  production  re- 
lations between  supervisor  and  employee. 
The  Ordway-Taffan  rating  plan  should  be 
the  basis  of  a  revised  system. 


(e)  Done 


(f)Some  action 
under  state  law 


(g)  No  action 


24.  Considerable  progress 
made.  Department  of  La- 
bor established. 


(a)  Done 


(b)  Done 


(c)  Substantial  prog- 
ress including  a  labor 
relations  code. 


25.  Started  experimentally 
December  1959,  with  a 
foundation  grant. 

26.  Some  progress,  but 
little  transfer  between  de- 
partments. 


27.  No  action 
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FINDINGS 


RECOMMENDATIONS 


STATUS 


28.  With  a  few  notable  exceptions,  little 
organized  training  is  conducted  in  the  New 
York  City  Civil  Service. 


28.  Every  type  of  training  should  be  appro- 
priately utilized.  Responsibility  for  train- 
ing should  be  recognized  as  falling  prima 
rily  on  executives  and  supervisors. 


28.  New  training  program 
under  way,  but  intra- 
department  programs  still 
needed. 


V.  Management  Improvement 

'A  VIGOROUS  CONTINUING  MANAGEMENT  PROGRAM  IS  BADLY  NEEDED"  (GULICK  I) 


FINDINGS 


RECOMMENDATIONS 


STATUS 


29.  New  York  City's  Management  Im- 
provement Program,  launched  in  1946,  laid 
the  foundation  for  future  action  in  this 
area.  But  unless  there  are  reasonable  mod- 
ern controls,  coupled  with  strong  middle 
management  and  provided  with  a  workable 
scheme  of  organization,  top  management 
will  soon  lose  all  control  over  the  arms  and 
legs  of  the  enterprise. 


29.  Establish  in  the  office  of  the  mayor  a 
Management  Improvement  Program  Bu- 
reau that  would  report  to  city  administra- 
tor. 


(a)  Organization  and  methods  analysis 
should  be  strengthened  and  more  sharply 
focused  upon  organizational  planning, 
methods  analysis,  and  the  development 
of  operational  standards. 

(1)  The  Division  of  Analysis,  now  in 
Budget  Bureau,  should  stimulate,  lead, 
and  co-ordinate  departmental  efforts 
on  over-all  problems. 


(2)  Analysis  units  should  be  created 
in  major  departments  if  they  do  not 
already  exist,  for  more  detailed  work. 

(b)  A  municipal  management  council, 
consisting  of  departmental  analysis  unit 
directors,  should  be  established  under 
the  leadership  of  the  chief  of  the  Divi- 
sion of  Analysis  (now  part  of  the  co- 
administrator's office). 

(c)  A  technical  aide  of  high  caliber 
should  be  appointed  to  assist  the  com- 
missioner of  each  major  department  for 
the  same  management  functions  that  the 
city  administrator  would  fulfill  for  the 
office  of  the  mayor. 

(d)  Provision  should  be  m«nd°  for  em- 
ployment of  outside  consultants  to  aid 
in  methods  of  analysis  and  improvement. 


29.  The  Management  Im- 
provement Board  operated 
as  an  adjunct  of  the  corpo- 
ration counsel's  office  un- 
til 1956.  Board  since 
disbanded.  Personnel  still 
carried  in  budget  for  cor- 
poration counsel. 

(a)  Some  progress 


(1)  Division  of  Anal- 
ysis transferred  to 
city  administrator's 
office  in  1956.  Per- 
formance standards 
group  since  estab- 
lished in  Budget  Bu- 
reau. Considerable 
overlap,  which  tears 
management  program 
apart. 

(2)  Done  to  some  de- 
gree. 

(b)  Not  done,  although 
a  performance  stand- 
ards council  does  exist 
under  Budget  Bureau. 


(c)  Some  progress 


(d)  Little  progress 


SOURCE 


FINDINGS 


RECOMMENDATIONS 


STATUS 


29.  Gulick  I 
(cont.) 


30.  Gulick  I 


31.  Gulick  I 


30.  Pilot  studies  indicate  that  savings  of 
five  per  cent  to  ten  per  cent  of  payroll  costs 
can  be  realized  in  most  departments  by  an 
immediate,  well-planned  manpower  survey. 


31.  New  York  City  has  unmatched  re- 
sources of  leadership  and  civic  spirit  in  a 
large  number  of  men  and  women  of  high 
professional  ability  and  status.  No  one 
should  underestimate  the  contribution  they 
can  make  in  producing  more  effective  and 
economical  government. 


(e)  Full  use  should  be  made  of  produc- 
tion scheduling,  inventory  control  meth- 
ods, and  standard  operating  manuals. 


30.  A  city-wide  manning  study  should  be 
undertaken  at  once,  under  the  leadership 
of  the  mayor,  on  a  department-by-depart- 
ment basis. 

(a)  The  Mayor's  Board  of  Management 
Improvement  should  be  made  responsible 
for  carrying  out  the  program.  The  bud- 
get director  should  be  made  responsible 
for  detailed  coordination. 

(b)  Each  department  head  should  name 
a  top  administrative  officer  to  be  respon- 
sible for  the  program  in  his  agency. 

(c)  Outside  engineers  should  supple- 
ment City  forces  for  the  manpower  study 
as  needed. 

31.  The  City  charter  should  make  a  place 
for  this  type  of  citizen  service,  and  it 
should  be  an  obligation  of  the  mayor  to 
search  out  systematically  where  aualified 
citizen  advisory  groups  can  be  used. 


(e)  Little  progress.  De- 
partment of  Education 
and  Purchase  have  in- 
ventory control.  None  in 
operating  departments. 
Little  progress  on  stand- 
ard operating  manuals. 

30.  No  action 


(a)  No  action 

(b)  No  action 

(c)  No  action 


31.  Considerable  progress 
up  to  1956. 
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Chapter  1+ 


PRESENT  STRUCTURAL  AND  ADMINISTRATIVE  PROBLE 


The  three  foregoing  chapters  present  background  facts  con- 
cerning population  trends,  economic  developments,  and  fiscal 
factors ;  review  the  historical  background  of  the  city's  govern- 
ment ;  and  summarize  recent  studies  of  the  efficiency  of  the  city 
administration  and  of  city-state  financial  relations. 

It  is  the  purpose  of  this  chapter  to  bring  together  a  back- 
ground statement  of  generally  recognized  structural  and  ad- 
ministrative problems  of  the  city  which  now  present  themselves 
for  our  consideration. 

It  has  seemed  to  this  Commission  that  the  best  way  of  bring- 
ing these  to  the  attention  of  the  voters  of  New  York  was  to 
ask  the  recognized  governmental  and  civic  leaders  of  the  New 
York  community  to  present,  in  their  own  words,  their  analyses 
of  the  situation.  In  this  way  we  have  received  the  full  coopera- 
tion of  both  city  officials  and  citizen  organizations. 

While  this  Commission  on  the  Operations  of  the  Govern- 
ment of  the  City  of  New  York  will  not  be  limited  in  its  final 
analysis  by  these  statements,  but  will  rest  also  on  its  own 
further  investigations  and  studies,  we  feel  that  the  materials 
presented  to  us  in  open  conferences  from  December  7  to  De- 
cember 15,  1959  at  the  Association  of  the  Bar  in  New  York, 
deserve  inclusion  in  this  preliminary  report.  The  inclusion  of 
these  statements  is  not  to  be  interpreted  as  our  acceptance  of 
the  points  made  in  all  cases. 

Our  conferences  with  public  officials  and  with  representa- 
tives of  all  city-wide  civic  associations,  regularly  concerned 
with  matters  of  city  government,  were  all  public.  Full  texts  of 
the  formal  statements  of  the  witnesses  were  circulated  to  the 
press,  and  to  those  interested,  at  the  time  of  the  hearings,  and 
were  extensively  reported  by  press,  radio  and  television.  All 
proceedings,  including  questions  and  answers,  were  "on  the 
air"  through  the  cooperation  of  the  city's  radio  station,  WNYC. 
A  stenographic  record  of  the  full  proceedings  was  also  made 
and  is  available  for  examination  in  the  offices  of  the  Commis- 
sion. This  chapter  will  therefore  be  limited  to  a  presentation 
of  selected  statements,  designed  to  set  forth  what,  in  our  judg- 
ment, constitutes  a  list  of  the  more  significant  structural  and 
administrative  problems  of  the  city  of  New  York  as  now  recog- 
nized by  the  leadership  of  the  community. 

List  of  Participants 

The  following  individuals  and  organizations  appeared  be- 


fore us:1 

Mayor  of  the  City  of  New  York, 

The  Honorable  Robert  F.  Wagner 

Comptroller  of  the  City  of  New  York, 
The  Honorable  Lawrence  E.  Gerosa 

President  of  the  City  Council, 
The  Honorable  Joseph  T.  Sharkey 

Minority  Leader,  the  City  Council 

The  Honorable  Stanley  M.  Isaacs 
President  of  the  Borough  of  Queens, 

The  Honorable  John  T.  Clancy 

President  of  the  Borough  of  Manhattan, 
The  Honorable  Hulan  E.  Jack 

President  of  the  Borough  of  the  Bronx, 
The  Honorable  James  J.  Lyons 

President  of  the  Borough  of  Richmond, 
The  Honorable  Albert  V.  Maniscalco 

Mr.  George  H.  Hallett,  Jr.,  Executive  Secretary, 
Citizens  Union 

MR.  I.  D.  Robbins,  President, 
The  City  Club  of  New  York 

MR.  G.  G.  Tegnell,  Director  of  Research, 
Mr.  Samuel  R.  Walker,  Chairman,  Committee  on 
City  Affairs,  New  York  Chamber  of  Commerce 

Mrs.  David  M.  Levy,  President, 
Mrs.  Joseph  P.  Lash,  Executive  Director, 
Miss  Betty  Bernstein 
Citizens'  Committee  for  Children  of  New  York  City 

Mrs.  Jerome  L.  Strauss,  President 
Women's  City  Club  of  New  York 

Mr.  Harold  Riegelman,  Counsel 
Citizens  Budget  Commission 

MR.  C.  McKim  Norton,  Executive  Vice  President, 

Regional  Plan  Association 

President  of  the  Borough  of  Brooklyn,  The  Honorable  JOHN  Cash- 
more,  was  unable  to  participate  because  of  illness 
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Mr.  James  H.  Scheuer.  President 

Citizens  Housing  and  Planning  Council  of  New  York 

Mrs.  Robert  Rothschild,  Director,  City  Affairs  Committee, 
League  of  Women  Voters  of  the  City  of  New  York 

Mr.  Ralph  A.  Brooks,  Director  of  Governmental  Affairs, 
Commerce  &  Industry  Association  of  New  York,  Inc. 

Miss  Helen  Drummond,  Assistant  Director, 
Civil  Service  Reform  Association 

The  Commission  is  indebted  to  the  conference  participants 
for  their  thoughtful  suggestions  and  frank  comments.  Refer- 
ences in  the  following  pages  are  to  the  verbatim  transcripts 
made  at  the  conferences. 

The  Commission's  Questions 

The  formal  questions  put  to  the  witnesses  in  advance  were 
indicated  in  the  Commission's  letter  of  invitation.  These  were 
limited  to  the  following  matters: 

the  Office  of  the  Mayor 
the  Mayor's  Powers 
the  Independent  Agencies 
the  Board  of  Estimate 
the  Borough  Presidents 
the  Comptroller 

the  President  of  the  City  Council 
the  City  Legislative  Body 
Charter  Revision 

Some  of  the  witnesses  went  beyond  the  questions  asked  to 
discuss  other  matters  in  which  they  were  especially  interested. 
These  statements  are  found  in  full  in  the  stenographic  record. 

In  all  cases  the  chairman  and  members  of  the  Commission 
asked  further  specific  questions  designed  to  bring  out  facts  and 
clarify  opinions.  These  also  are  included  in  the  record.  A  num- 
ber of  the  statements  below  are  from  these  exchanges  between 
the  witnesses  and  the  members  of  the  Commission. 

The  material  which  follows  is  arranged  in  general  accord- 
ance with  the  major  questions  raised  by  the  Commission.  The 
major  administrative  processes,  such  as  budgeting,  personnel 
administration  and  planning  are  discussed  in  connection  with 
the  officers  involved  and  their  stated  powers. 

THE  OFFICE  OF  THE  MAYOR 

American  Theory 

Modern  government,  more  than  ever,  imposes  tremendous 
responsibilities  on  the  chief  executive.  This  is  a  central  belief 
of  American  governmental  theory  and  practice.  The  reasons 
for  this  belief  are  not  hard  to  trace.  First,  government  is  now  a 


"positive  force"  in  society  and  a  large  "service  operation,"  not 
solely  a  passive  umpire.  An  increasing  number  of  society's 
problems  can  be  resolved  and  its  service  requirements  met  onlv 
through  definitive  and  businesslike  action.  This  is  true  not  only 
for  the  nation  and  the  state,  but  also  for  a  great  city.  Second, 
modern  government  is  increasingly  complex,  with  many  sep- 
arate activities,  and  a  large  number  of  employees,  many  of 
them  specialists,  divided  into  many  separate  departments  and 
bureaus.  To  be  effective,  this  vast  and  varied  bureaucracy  must 
be  coordinated,  given  direction  and  held  in  balance.  Finally,  the 
electorate  cannot  fix  responsibility  for  decisions,  activities  and 
lack  of  planning  and  efficiency  on  "a  basket  of  eels,"  as  has 
been  well  said.  The  average  citizen  is  confronted  with  a  be- 
wildering kaleidoscope  of  boards,  agencies,  commissions,  au- 
thorities, elected  officials,  and  legislative  bodies.  He  cannot 
begin  to  fathom  this  machinery,  or  know  where  to  take  hold 
of  it  to  change  its  direction  to  suit  his  desires,  without  a  central 
"handle"  to  take  hold  of  through  the  electoral  process. 

Each  of  these  three  needs-action,  coordination  and  direction, 
and  political  responsibility-is  best  met  when  there  is  provided 
by  the  governmental  system  a  single  chief  executive,  respon- 
sible for  leadership  as  well  as  executive  management. 

Status  of  New  York's  Mayor 

How  does  the  office  of  mayor  in  New  York  fit  this  pattern? 
The  answer  follows. 

Every  four  years  New  Yorkers  go  to  the  polls  to  vote  in 
what  is  known  as  a  "mayoralty  election."  In  point  of  fact,  the 
candidate  for  mayor  heads  a  ticket  of  candidates  who,  upon 
election,  share  his  executive  powers  to  a  degree  that  makes  it 
difficult  to  understand  fully  who  is  the  head  of  New  York  City's 
government. 

Considerable  attention  has  been  devoted  to  the  office  of  the 
mayor  in  an  effort  to  strengthen  its  role  in  policy  formulation 
and  administration-  In  this  context  there  have  been  some 
alterations  of  existing  machinery,  such  as  the  recent  creation 
of  the  office  of  city  administrator.  However,  statements  made 
to  the  Commission,  and  the  Commission's  own  study  of  the 
charter,  raise  a  serious  question  as  to  where  the  real  "execu- 
tive power"  is  located  within  the  City's  government.  The  Com- 
mission is  aware  of  the  historical  circumstances  that  led  to  the 
existing  structure.  But  this  only  underlines  the  Commission's 
judgement  that  there  is  a  need  for  a  frank  reexamination  of 
the  kind  of  executive  power  which  should  be  provided  for 
New  York  City's  government. 

The  Commission  does  not  wish  to  create  the  impression  that 
the  mayor  is  without  power.  However,  there  is  clearly  a  basic 
incongruity  between  the  popular  image  of  and  demand  for  a 
strong  mayor  and  the  actual  situation  provided  by  the  City 
charter.  Whatever  the  mayor's  powers,  or  lack  of  them,  he  is 
held  accountable,  as  indeed  someone  must  be,  for  what  happens 


in  an  executive  agency.  This  range  of  accountability  runs  from 
simple  matters  of  administration  to  policy  formulation  and 
even  to  questions  involving  the  honesty  of  public  officials  The 
mayor  does  not,  and  cannot,  escape  the  full  political  responsi- 
bility necessarily  imposed  on  the  head  of  New  York  City's  gov 
ernment.  The  problem  is:  Does  he  have  the  means  to  carry 
out  these  responsibilities? 

A  quick  glance  at  the  City  charter  might  convey  the  impres- 
sion, first,  that  New  York  City  is  a  strong-mayor  city,  and 
second,  that  the  mayor  and  the  Council  have  a  position  in  city 
government  similar  to  the  President  and  the  Congress  in  our 
national  government.  This  is  not  the  case.  A  tremendous 
amount  of  governmental  executive  power,  as  expressed  in  the 
charter  itself  and  in  the  practical  functioning  of  the  govern- 
ment, is  vested  in  the  Board  of  Estimate  and  its  individual 
members.  Besides  the  mayor,  the  Board's  members  are  the 
comptroller,  the  president  of  the  City  Council,  and  the  five 
Borough  Presidents. 

Thus  New  York  may  be  said  to  have  not  the  "strong  mayor" 
plan  of  city  government,  but  a  unique  modification  of  "the 
commission  form"  of  government. 

In  testimony  before  the  Commission,  the  Mayor,  as  the  first 
to  appear,  stated  his  opinion  that  the  powers  residing  in  the 
mayor  are  not  commensurate  with  his  responsibilities.1  Another 
conference  participant,  Mr.  George  H.  Hallett,  Jr.,  Executive 
Secretary,  Citizens  Union,  put  it  thus: 

The  Mayor  of  the  City  of  New  York,  although  he  has  some 
powers  of  appointment  that  most  other  mayors  don't  have,  is 
not  a  strong  mayor  in  regard  to  control  of  the  entire  adminis- 
tration. There  are  important  fields  of  administration  which 
the  mayor  cannot  control  or  coordinate. 

The  larger  the  city,  the  more  important  it  is  for  the  sake  of 
efficiency  to  have  some  one  person  in  the  position  to  coordinate 
everything.  And  so  it  is  particularly  unfortunate  that  in  the 
City  of  New  York  there  are  gaps  in  the  authority  of  the  mayor 
over  administration.2 

The  statement  of  the  New  York  Chamber  of  Commerce  was 
most  emphatic  on  this  point: 

It  is  our  observation,  however,  that  no  Mayor-no  matter  how 
able  or  energetic-can  possibly  effectively  discharge  the  respon- 
sibilities of  his  office,  as  the  Office  of  the  Mayor  is  now  organ- 
ized in  the  Citv  of  New  York.  We  believe  that  the  City  needs 
a  responsible,  effective  and  coordinated  executive  management 
structure,  under  the  Mayor,  if  we  are  to  achieve  the  goal  of 
better  government,  and  more  adequate  services,  and  at  a  cost 
that  can  be  supported  by  the  economic  resources  of  the 
community.3 

The  citizens  may  look  to  the  mayor  as  the  head  of  govern- 
ment, but  in  actuality  he  is  also  one  of  the  members  of  the 
Board  of  Estimate-a  body  of  executive  and  legislative  officers 

'Conference  transcript,  pp.  93-94 
2Ibid.,  p.  275 
^Ibid.,  pp.  430-431 


in  which  the  City  charter  vests  the  general  powers  of  the  City.4 
Elected  to  other  offices  as  runningmates  on  the  mayoralty  elec- 
tion ticket,  the  members  of  the  Board,  ex  officio,  become  the 
top  executive  body  in  the  City  government. 

Answering  a  question  from  one  of  the  Commission  members, 
Mr.  G.  G.  Tegnell,  Director  of  Research,  New  York  Chamber 
of  Commerce,  went  so  far  as  to  suggest  that  New  York  City 
has  a  commission  form  of  government: 

Mr.  Tegnell:  "Our  basic  statement,  calls  for  a  better 
differentiation  between  the  executive  and  legislative  func- 
tions of  the  City.  We  believe  the  Mayor  of  the  City  should 
be  a  responsible  Chief  Executive.  We  believe  there  should 
be  a  more  responsible  legislative  operation  in  the  City  than 
we  now  have. 

It  is  fair  to  summarize  that  we  do  not  believe  that  a  Com- 
mission can  effectively  administer  the  affairs  of  the  City. 
QUESTION:  And  in  your  judgement,  the  Board  of  Estimate 
is  now  an  administrative  Committee  or  Commission,  par- 
ticipating extensively  in  the  current  management  of  the 
City? 

Mr.  Tegnell  :  The  Board  of  Estimate,  as  a  part  of  its  func- 
tion, is  an  administrative  agency,  yes  sir."5 

Certain  governmental  powers  of  an  executive  nature  are 
vested  in  the  mayor.  Although  he  is  made  "chief  executive 
officer,"6  only  his  power  of  appointment  and  removal,  subject 
to  exceptions,  and  the  general  duty  of  supervision  and  investi- 
gation approximate  any  general  and  plenary  grant  of  execu- 
tive power.7 

In  view  of  the  realistic,  day-to-day  operations  of  government, 
control  and  leadership  obviously  rest  on  more  than  the  mere 
use  of  the  powers  of  appointment  and  removal.  Therefore,  they 
are  hardly  an  adequate  measure  of  executive  power. 

Finance  and  Budget:  The  Mayor's  Powers 

Indispensable  elements  of  executive  strength  are  dispersed 
by  the  present  City  charter.  Foremost  among  these  are  fiscal 
and  budgetary  powers.  Financial  powers  relating  to  manage- 
ment of  City  funds  are  not  vested  in  the  mayor.  The  City  charter 
vests  a  number  of  basic  financial  powers  of  the  City  in  the 
comptroller,  who  is  a  member  of  the  Board  of  Estimate  and 
who  has  the  same  number  of  votes  in  that  body  as  the  mayor.8 

The  Mayor  called  to  the  Commission's  attention  that  previous 
studies  had  recommended  that  the  comptroller's  administra- 
tive functions  be  transferred  to  the  mayor.  He  suggested  spe- 
cifically that  the  comptroller's  power  of  estimating  the  revenues 
is  an  essential  part  of  the  executive's  budget  making  and  should 

♦New  York  City  Charter,  Chap.  3,  Section  70:  "The  board  of  estimate, 
subject  to  this  charter,  shall  exercise  all  the  powers  vested  in  the  city 
except  as  otherwise  provided  by  law." 

6Conference  transcript,  p.  451 

6New  York  City  Charter,  Chap.  1,  Section  3 

7Ibid.,  Chap.  1.  Sections  4  and  5 

*Ibid..  Chap.  5 


be  vested  in  the  mayor.9  The  Comptroller,  on  the  other  hand, 

opposed  this  suggestion,  stating: 

If  there  is  any  one  phase  of  budget  making  that  should  re- 
main with  the  Comptroller,  it  is  that  of  estimating  the  gen- 
eral fund  revenues... The  exercise  of  this  function  by  the 
comptroller  has  been  a  real  check  on  Budget  Directors  and 
others  as  to  the  amount  of  money  to  be  raised  during  any 
fiscal  year.10 

Borough  President  Clancy  agreed  by  and  large  with  the 
Comptroller's  position.11  The  other  Borough  Presidents  who 
expressed  themselves  on  the  powers  of  the  comptroller,  also 
seemed  to  agree  with  the  Comptroller  and  disagree  with  the 
Mayor.12 

Addressing  himself  to  the  problem  of  a  clearer  separation 
of  powers  and  responsibilities  between  the  mayor  and  the 
comptroller,  Mr.  Hallett  outlined  the  range  of  problems  in- 
volved in  suggesting  his  own  answers : 

...he  (the  Comptroller)  has  important  administrative  func- 
tion, and  I  am  not  including  now  the  auditing  functions... 
We  asked  a  question  whether  these  functions  shouldn't  be 
transferred  to  the  Mayor  as  a  very  important  part  of  the 
City  Administration,  and  my  own  answer  would  be  "Yes"...13 
Important  budgetary  powers,  an  essential  part  of  executive 
management  and  control,  are  not  really  the  mayor's  under  the 
present  City  charter.  Indeed,  the  Board  of  Estimate,  using  the 
mayor's  budget  director,  wields  the  basic  budget  powers  espe- 
cially in  administering  the  expense  budget  throughout  the 
year.14  Borough  President  Lyons  stated  before  the  Commission  : 
We  are  consulting  daily  with  the  Budget  Director.  We  don't- 
hardly  move  without  the  Budget  Director. 
Question  :  Is  the  Budget  Director  a  part,  an  instrument  of 
the  Board  of  Estimate: 
Mr.  Lyons:  He's  appointed  by  the  Mayor. 
Question  :  Does  he  take  his  decisions,  then,  from  the  Mayor 
or  primarily  from  the  Board  of  Estimate? 
Mr.  Lyons  :  Oh,  I  think-I  think  he's— well,  we  work  pretty 
well  together,  but  I  think  he's  under  the  Mayor.  The  Mayor 
is  his  boss ;  we're  not  his  boss.15 

The  mayor  prepares  an  "executive"  expense  (as  contrasted 
to  capital)  budget16  which  is  submitted  to  the  Board  of  Esti- 
mate. The  Board,  in  turn,  makes  the  actual  budget  by  virtue  of 
its  power  to  increase,  decrease,  omit,  or  add  to  the  executive 
budgets.  Of  equal  importance  is  the  Board's  power  to  attach 
"terms  and  conditions  under  which  such  appropriations  shall 
be  administered."17 

The  mayor  has  no  item  veto,  and  must  certify  the  budget  as 

•Conference  transcript,  p.  24 
"Ibid.,  p.  129 
"Ibid.,  p.  369 

12Borough  President  Lyons  and  Maniscalco,  Ibid.,  pp.  653,  709 

13Ibid.,  pp.  31 1-31  la 

"New  York  City  Charter,  Chap.  6 

"Conference  transcript,  p.  683 

"New  York  City  Charter,  Chap.  6,  Sees.  118-122 

17Ibid.,  Chap.  6,  Sec.  123 


adopted  by  the  Board  and  submit  it  to  the  City  Council.18  The 
City  Council  may  only  reduce  or  omit  items,  and  only  at  this 
point,  as  to  reductions  made  by  the  Council,  may  the  mayor 
exercise  a  veto.19  It  is  interesting  to  note  that  all  members  of 
the  Board  of  Estimate  and  a  delegated  member  of  the  City 
Council,  or  their  designates,  may  attend  hearings  of  the  budget 
director  in  preparing  the  so-called  executive  budget,  ask  ques- 
tions of  agency  heads,  and  even  require  production  of  papers 
and  records.20 

If  this  pattern  is  not  sufficient  to  indicate  the  diffusion  of 
budgetary  authority  in  New  York  City  as  compared,  for  ex- 
ample with  the  federal  and  New  York  State  systems,  the  admin- 
istration of  the  expense  budget  does.  Arrangements  are  such 
as  to  make  the  budget  director  as  much  an  agent  of  the  Board 
of  Estimate  as  an  aide  of  the  mayor.  First,  the  budget  director 
administers  the  "terms  and  conditions"  laid  down  by  the  Board. 
Second,  the  Board  of  Estimate  has  the  sole  power  to  make 
transfers  between  parts  of  appropriations  and  between 
appropriations,21  and  the  budget  director,  with  the  approval  of 
the  Board,  may  transfer  between  line  items  in  the  same 
schedule.22 

Reinforced  by  the  charter's  general  prescription  of  a  line- 
item  budget,2 ;  the  undersirable  results  of  this  general  distribu- 
tion of  budgetary  powers  are  made  even  more  rigid  and  de- 
tailed by  practice.  This  was  pointed  up  to  the  Commission  by 
a  number  of  conference  participants.  The  deficiencies  start  with 
the  diffusion  and  restriction  of  the  ordinary  executive  budget 
powers  of  the  chief  executive.  They  soon  result  in  the  severe 
curtailment  of  a  department  head's  usual  authority  to  utilize 
administrative  discretion  in  both  minor  and  relatively  major 
matters. 

In  this  connection,  Mrs.  Joseph  L.  Strauss,  president  of  the 
Women's  City  Club,  stated  to  the  Commission  : 

The  line  budget  as  administered  for  many  years  has  kept 
department  heads  in  a  vise.  They  don't  have  the  freedom  to 
use  funds  allotted  to  them  to  the  best  advantage  because  they 
must  adhere  to  approved  budget  lines.  They  can  rarely,  ex- 
cept in  rarest  of  cases,  hire  personnel  above  minimum  rates 
because  of  the  accrual  system.  And  they  spent,  as  has  been 
pointed  out,  incalculable  amounts  of  time  trying  to  get  cer- 
tificates from  the  Budget  Bureau  to  fill  vacancies  and  pur- 
chase equipment  for  making  repairs. 

After  all,  we  should  remember  that  this  system  was  insti- 
tuted in  1933  when  the  City  was  on  the  verge  of  bankruptcy, 
and  that  the  Bankers  Agreement  entered  into  at  that  time 
forced  the  City  to  reduce  the  budget  by  these  controls.  That 
was  twenty-five  years  ago  and  the  City's  size  and  the  nature 

,8Ibid.,  Chap.  6,  Sec.  124 
19Ibid.,  Chap.  6,  Sec.  125 
20Ibid.,  Chap.  6,  Sec.  118 
2,Ibid.,  Chap.  6,  Sec.  127 
22Ibid..  Chap.  6,  Sec.  128 

2  Ibid.,  Chap.  6,  Sec.  119  and  others,  such  as  Sec.  123  and  128 


°l?r}l  °Pe/n  t[?nl  h?S  dra?tical]y  changed,  and  the  old  setup 
no  longer  fills  today's  needs.24  1 

The  testimony  of  Miss  Betty  Bernstein,  Citizens'  Committee 

for  Children,  was  in  a  similar  vein: 

. .  .we  feel  very  strongly  that  because  of  the  way  the  budget 
operates  because  of  the  provisions  of  the  line  budget  be- 
cause of  the  provisions  in  the  terms  and  conditions  of  the 
budget,  the  Budget  Director  in  fact  has  become  the  chief 
policy  maker  of  the  City  . .  ,25 

A  number  of  statements  with  illustrations  to  the  same  gen- 
eral effect  were  made  by  other  conference  participants.26  For 
example,  Mr.  George  H.  Hallett,  Jr.,  told  the  Commission: 
Just  to  illustrate,  I  happen  to  know  of  one  case  where  a  small 
department  wanted  to  change  the  layout  of  its  telephones 
m  its  office,  and  this  change  in  layout  was  going  to  give  them 
better  service  and  release  one  girl  for  other  work.  And  this 
in  due  course  was  approved  by  the  Budget  Office  without 
question.  But  it  took  the  greater  part  of  a  year  for  the  Budget 
Office  to  get  around  to  it.  This  is  the  kind  of  detail  that  in 
almost  any  other  city  would  not  have  to  be  submitted  to  a 
Budget  Office,  and  in  a  great  city  like  New  York  it  is  more 
impeding  than  in  the  smaller  city  to  have  this  kind  of  detail 
passing  on  all  sorts  of  details. 

The  most  serious  of  these  checks  that  are  required  is  the  one 
on  filling  of  vacancies  . .  .27 

To  summarize :  A  review  of  the  Board  of  Estimate's  budet- 
ary  powers  (expense  budget)  in  its  relation  to  the  mayor,  re- 
veals that  the  mayor  has  insufficient  budget  powers.  In  addition 
to  its  initial  responsibility  for  formulating  and  for  passing  the 
budget,  the  Board  of  Estimate  may  alter  the  budget  during 
the  fiscal  year  by  transferring  monies  from  one  appropriation 
to  another.  It  may,  and  frequently  does,  authorize  the  director 
of  the  budget,  subject  to  the  Board's  approval,  to  transfer 
funds  from  one  detailed  budget  line  to  another.  This  power  may 
be  exercised  so  frequently  that,  in  effect,  the  budget  is  remade 
by  the  end  of  the  fiscal  year.  Finally,  in  connection  with  its 
basic  budgetary  powers,  the  Board  makes  so  much  use  of  the 
budget  director  and  his  staff  that  the  question  arises  as  to 
whether  this  particular  appointee  of  the  mayor  is  primarily 
staff  to  the  mayor  or  staff  to  the  Board  of  Estimate.28 

Mayor  LaGuardia  told  the  Charter  Revision  Commission  of 
1935,  in  characteristically  positive  terms,  that  the  "Budget 
Bureau  should  be  under  the  control  of  the  Mayor.  You  must  not 
let  the  Mayor  lose  control  of  that  Budget  Bureau  or  you  are 
gone." 

"Conference  transcript,  pp.  568-69 
"Ibid.,  p.  547 

26Ibid.,  pp.  293-96;  348;  371-74 

27Ibid.,  pp.  293-94  , 
28So  far  as  the  preparation  of  the  capital  budget  is  concerned,  the 
mayor  has  only  incidental  participation.  The  City  Planning  Commission 
initiates  the  capital  budget.  The  major  power  to  adopt  a  capital  budget 
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Personnel:  The  Mayor's  Powers 

Personnel  management,  under  the  New  York  system,  is  not 
an  "executive  function"  assigned  to  the  mayor.  It  is  rather,  a 
divided  activity,  handled  in  part  by  the  mayor,  in  part  by  the 
Department  of  Personnel,  in  part  by  the  director  of  the  budget, 
and  in  part  by  the  Borough  Presidents  and  by  the  Board  of 
Estimate,  with  substantial  determinations  assigned  to  the  State 
Civil  Service  Commission  at  Albany.  The  key  policy  functions 
fall  to  the  Board  of  Estimate,  as  well  as  the  day-to-day  deci- 
sions managed  by  the  budget  director  as  the  agent  of  the  Board, 
as  the  testimony  before  this  Commission  amply  demonstrated. 

One  element  in  this  picture  is  the  prohibition  against  re- 
cruitment of  non-residents  established  during  the  depression 
by  the  Lyons  Residence  Law.  Another  is  the  recruitment  sys- 
tem mandated  by  the  Board  of  Estimate,  contrary  to  the 
mayor's  and  the  personnel  director's  recommendations  which 
were  designed  to  provide  for  the  more  effective  recruitment 
of  professionally  and  college  trained  junior  executive  per- 
sonnel. 

Referring  to  the  Lyons  Residence  Law,  Miss  Helen  Drum- 
mond,  Assistant  Director,  Civil  Service  Reform  Association, 
stated : 

...  It  is  admittedly  a  handicap  in  recruiting  talent  for  spe- 
cialized positions  ...  It  is  known  that  many  employees  live 
in  the  suburbs  and  vote  in  the  City  from  false  addresses, 
risking  their  jobs  if  found  out.  Trade  and  commerce  in  New 
York  thrive  by  the  influx  of  people  from  all  over  the  coun- 
try. The  City  should  have  as  wide  a  field  from  which  to 
recruit.29 

Approval  by  the  City  Council  and  the  Board  of  Estimate  is 
necessary  to  change  these  policies.  This  is  another  illustration 
why  it  is  difficult  for  the  City's  chief  executive  to  move  as 
effectively  as  might  otherwise  be  possible  if  basic  executive 
powers  as  to  personnel  were  not  shared  with  the  Board  of 
Estimate.  On  the  Lyons  Residence  Law,  which  requires  three 
years'  residence  for  City  employment  or  the  voting  of  special 
exemptions  Borough  President  Lyons  reiterated  his  opposi- 
tion to  change  as  follows: 

Practically  every  State  in  the  Union  had  it  long  before  we 
did,  and  practically  every  city  in  the  country  has  a  residence 
law.  Now  why  we  should  be  the  suckers-should  we  be  the 
fall  guys  for  everybody?  We've  got  the  best  economy  here  in 
New  York  of  any  place.30 

With  regard  to  the  recruitment  of  college  graduates,  Bor- 
ough President  Lyons  stated  : 

.  .  .  Al  Smith  never  graduated  from  a  college  and  I  don't 
think  any  preference  should  be  given  to  somebody  because 
they  went  to  college  ...  I  think  they  are  very  valuable  but 
I  don't  think  they  should  take  precedence  over  hard-working 
civil  service  employees,  who  studied  and  studied  at  night, 
and  worked  their  way  up  and  did  not  have  the  privilege  of 

"Conference  transcript,  pp.  949-950 
30Ibid.,  p.  6G3 
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being  a  college  graduate.31 

Planning:  The  Mayor's  Powers 

While  planning  is  now  generally  recognized  as  another  basic 
function  of  a  chief  executive,  the  Board  of  Estimate  has  ulti- 
mate control  over  City  planning  and  zoning.  It  is  the  body  that 
makes  the  capital  budget,  subject  only  to  striking  of  items  in 
their  entirety  by  the  City  Council. 

In  addition  to  master  plan  responsibilities,  the  City  Plan- 
ning Commission  is  given  the  responsibility  of  preparing  and 
presenting  an  annual  capital  budget,  a  five-year  capital  pro- 
gram and  the  preparation  of  zoning  regulations.  The  comp- 
troller gets  into  the  act  through  his  debt  powers,  and  the 
budget  director  makes  an  independent  reconstruction  of  the 
capital  budget,  often  dealing  with  such  specific  matters  as  the 
exact  location  and  number  of  schools,  police  stations,  and 
other  public  works.  Thus  at  best  these  recommendations  of  the 
Planning  Commission  are  advisory  only  to  the  Board  of  Esti- 
mate which  may  make  changes  before  adopting  the  capital 
budget. 

Under  these  circumstances,  the  entire  process  of  capital 
budgeting  in  relation  to  expense  budgeting  was  subjected  to 
repeated  criticism  in  the  Commission's  conferences.  The  state- 
ment of  Mrs.  Robert  Rothschild  for  the  League  of  Women  Vot- 
ers of  the  City  of  New  York  seemed  to  summarize  the  thoughts 
of  a  number  of  conference  participants: 

The  so-called  capital  budget  is  not  really  a  budget  of  all  and 
the  name  is  misleading.  It  authorizes  no  expenditures.  It  is 
not  even  a  reliable  prediction  of  what  capital  improvements 
the  City  intends  to  undertake  during  the  ensuing  year.  It 
is  simply  a  list,  stating  no  priority,  from  which  the  Board 
of  Estimate  may  select  individual  projects— sort  of  a  grab 
bag  of  endorsed  projects. 

When  the  Board  of  Estimate  decides  on  a  specific  project 
and  appropriates  money  for  it,  there  is  no  review  of  the 
complete  capital  program,  nor  is  there  any  formal  participa- 
tion in  the  decision  by  the  City  Planning  Commission,  which 
originated  it. 

Useful  though  such  a  list  of  endorsed  capital  projects  may 
be,  the  so-called  capital  budget  is  a  far  cry  from  coordinated 
planning  of  capital  expenditures.32 

Other  elements  to  be  considered  in  the  planning  picture  are: 
the  Park  Commissioner  and  the  Chief  Engineer  of  the  Board 
of  Estimate  are  members  of  the  City  Planning  Commission; 
the  Board  can  override  Commission  advice  and  change  the  City 
map  or  master  plan  by  a  three-fourths  vote;  it  can  veto  a  zon- 
ing proposal  by  a  three-fourths  vote ;  if  the  Board  can  muster  a 
three-fourths  vote,  it  can  include  a  capital  project  against  the 
advice  of  the  Commission. 

'Ibid.,  p.  685 
32Ibid.,  pp.  883-884 


Thus  the  planning  function,  another  significant  part  of  ex- 
ecutive management,  is  in  the  mayor's  control  to  only  a  limited 
extent.  The  major  planning  decisions  are  a  part  of  the  preroga- 
tives of  the  Board  of  Estimate. 

Criticizing  the  present  situation,  Mr.  C.  McKim  Norton, 
Executive  Vice  President,  Regional  Plan  Association,  stated 
before  the  Commission: 

We  think  that  planning  belongs  in  a  chief  executive's  office, 
and  that  it  is  part  and  parcel  of  the  work  of  the  chief  ex- 
ecutive.33 

Amplifying  this  concept,  Mr.  James  H.  Scheuer,  president 
of  the  Citizens  Housing  and  Planning  Council  of  New  York, 
Inc.  stated : 

.  .  .  the  definition  of  planning  as  an  aid  to  executive  manage- 
ment has  captured  our  imagination.  Frankly  this  idea  of  the 
role  of  planning  is  rather  different  from  the  idea  which  in- 
spired the  creation  of  independent  planning  commissions  all 
over  the  United  States  in  the  early  part  of  the  20th  century. 
At  that  time,  the  reformers  intended  to  protect  planning  from 
the  political  considerations,  which  motivated  decisions  of 
elected  officials.  As  a  result,  independent  planning  boards 
were  established.  They  presumably  could  take  the  long  view 
of  tomorrow  without  weighing  the  short  range  political 
necessities,  which  are  a  part  of  today's  emergencies. 

But  we  have  been  continuously  disappointed  by  the  limited 
effect  which  the  long  view  of  tomorrow  has  had  on  the  man- 
agerial function  in  New  York  today.  The  independent  plan- 
ning commission  may  have  presented  fascinating  vistas  for 
the  devoted  citizen,  but  it  has  all  too  often  had  little  or  no 
effect  on  the  practical  policies  of  the  executive. 

We  believe  that  today's  planner  has  a  significant  contribu- 
tion to  make  in  his  role  as  one  of  the  chief  staff  aides  to  the 
politically  responsible  elected  official— a  role  similiar  to  that 
of  the  budget  officer  or  the  city  administrator. 

We  believe  that  this  role  can  best  be  played  by  making  the 
Department  of  City  Planning  part  of  the  Mayor's  office.  How- 
ever, the  Planning  Commission,  with  somewhat  changed  and 
increased  responsibilities,  should  retain  its  semi-autonomous, 
quasi-judicial  place  in  the  City's  structure.34 
Concluded  Mr.  Scheuer: 

...  we  would  . .  .  remove  from  the  jurisdiction  of  the  Board  of 
Estimate  the  power  to  block  improvements  which  the  Plan- 
ning Commission  has  found  to  be  in  the  general  interest,  and 
which  the  Comptroller  and  the  Bureau  of  the  Budget  have 
certified  as  being  within  the  fiscal  powers  of  the  City.38 

While  this  suggestion  goes  beyond  the  normal  conception  of 
executive  responsibility  to  legislative  authority,  it  does  raise 
an  important  question  as  to  the  nature  of  the  planning  func- 
tion as  such  within  the  structure  of  government. 

The  Independent  Agencies 

The  mayor's  executive  power  is  further  weakened  because 
the  City's  administrative  structure  involves  a  number  of  au- 
3  Ibid.,  p.  662 

"Ibid.,  pp.  747-748 
36Ibid.(  p.  750 
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tonomous  authorities,  boards,  and  commissions.  These  boards 
and  commissions,  in  many  cases  with  their  own  independent 
incomes,  have  achieved  a  status  of  independence  that  frees 
them  from  the  mayor's  control.  Thus  important  functions  simi- 
liar  to,  or  intimately  related  to,  City  operations  are  carried  on 
side  by  side  with  the  City  government  but  with  little  or  no 
means  for  coordination.  This  is  another  matter  requiring  study. 

Speaking  of  one  aspect  of  this  problem  to  the  Commission, 
Mr.  I.  D.  Robbins,  president  of  the  City  Club  of  New  York 
stated : 

We  believe  the  Commission  should  look  into  the  matter  of 
the  Public  Authorities  and  their  power.  The  Commission 
knows  that  there  is  public  discussion  of  whether  or  not  City's 
docks  should  be  turned  over  to  the  Port  of  New  York  Au- 
thority to  own  and  operate.  The  Club  itself  has  not  passed 
judgment  on  this  issue  although  it  has  sometimes  won- 
dered whether  the  authorities  have  not  oassed  over  the  line 
from  Jekyll  to  Frankenstein.  What  are  the  reasonable  limits 
to  their  expansion,  if  any?  Should  they  have  the  docks?  How 
can  the  City  best  direct  their  energies  for  the  benefit  of  the 
community?  What  a  fine  thing  it  would  be  if  you  would  give 
us  a  well-reasoned  analysis  of  this  problem.  No  one  has  done 
it  yet.36 

Reorganization  of  Administrative  Machinery 

The  mayor  has  no  general  power  to  reorganize  his  adminis- 
trative machinery  as  is  accorded  the  President  in  Washington. 
Moreover,  the  basic  structure  and  assignment  of  functions  is 
spelled  out  in  great  detail  in  the  City  charter  and  in  the  annual 
appropriations.  Any  basic  change  in  the  assignment  of  these 
functions  between  executive  agencies  and  officials  must  be 
contained  in  a  Charter  amendment  and  therefore  must  be 
approved  by  the  City  Council  and  the  Board  of  Estimate. 

Obviously  attention  must  be  devoted  to  (1)  the  present 
organization  of  functions  into  existing  City  departments; 

(2)  the  possible  reorganization  of  some  of  these  functions ;  and 

(3)  methods  of  reorganization.  Many  suggestions  for  reor- 
ganization through  such  an  approach  were  presented  to  the 
Commission  including  the  possibility  of  reducing  the  number 
of  departments  and  agencies.  This  could  make  for  some  econ- 
omy and  also  might  make  it  easier  to  coordinate  certain  City 
functions.  This  is  another  area  of  executive  management  that 
should  be  studied. 

THE  NEW  YORK  BOARD  OF  ESTIMATE 
No  review  of  the  operations  of  the  government  of  the  City 
of  New  York  is  possible  without  an  understanding  of  the 

B°,ra  ;fHorScta£r  we  have  traced  the  history  of  this  unique 
governmental  institution.  As  has  been  shown.  fhi>  Board  was 
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created  as  a  political  compromise  at  the  time  of  the  formation 
of  the  consolidated  city  in  1898,  though  the  membership  of 
the  Board  was  fundamentally  changed,  and  the  "balance  of 
power"  altered  to  reduce  the  power  of  the  mayor  and  increase 
borough  autonomy,  in  1901.  Then  began  a  long  period  of  loss 
of  borough  administrative  powers,  because  of  manifest  in- 
efficient and  corrupt  management,  and  the  transfer  of  activities 
like  park  administration,  sanitation,  and  building  inspections 
to  city-wide,  rather  than  borough,  offices.  The  Board  of  Esti- 
mate, however,  gained  in  powers  as  a  board,  in  part  because 
of  the  reputation  for  incompetence  and  corruption  of  the  City 
Council,  especially  in  the  days  of  "boodle  and  franchises,"  and 
the  long  remembered  history  of  that  period. 

Under  the  circumstances,  it  is  natural  that  many  of  those 
who  appeared  to  testify  before  the  Commission  discussed  the 
functions,  membership  and  performance  of  the  Board  of  Esti- 
mate. We  preface  the  presentation  of  these  observations  with 
a  few  references  to  the  City  charter. 

The  Ex  Officio  Nature  of  the  Board 

While  no  one  is  directly  a  candidate  for  election  to  the  Board, 
the  eight  top  elected  city  officials  constitute  collectively  the 
Board  of  Estimate  under  the  City  charter.37  The  mayor,  the 
comptroller,  the  president  of  the  City  Council,  and  the  five 
borough  presidents  are  members,  ex  officio,  of  this  Board, 
unique  in  its  composition  among  governmental  bodies  in  mod- 
ern times.  When  the  average  voter  casts  his  vote  for  these  top 
officials,  many  do  not  realize  that  they  are  electing  the  chief 
executives,  and  indeed  chief  legislators,  of  the  City. 

Voting 

The  Board  of  Estimate  has  been  designed  architecturally  to 
give  the  city-wide  candidates  a  slight  preponderance  of  voting 
power.38  The  mayor,  the  comptroller  and  the  president  of  the 
City  Council  each  have  four  votes;  the  borough  presidents  each 
have  two  votes.  Thus  of  the  twenty-two  votes,  the  mayor  con- 
trols but  four.  If,  as  often  happens,  the  comptroller  with  his 
four  votes,  is  in  opposition,  the  mayor  must  be  able  to  count 
on  the  support  of  several  borough  presidents,  as  well  as  the 
president  of  the  City  Council,  before  he  can  carry  through 
any  important  matter.  The  voting  powers  become  important 
because  of  the  substantive  powers  assigned  to  the  Board  and 
its  individual  members. 

Board  of  Estimate  Powers 

The  Board  of  Estimate  has  an  extraordinary  array  of  defined 
powers.  These  are  as  follows: 

"New  York  City  Charter,  Chap.  3,  Sec.  61 
"Ibid.,  Chap.  3,  Sec.  62 


First,  the  Board  has  administrative  agencies  that  are  di- 
rectly responsible  to  it.  The  recent  shift  of  the  Bureau  of  Real 
Estate,  now  called  the  Department  of  Real  Estate,  from  the 
jurisdiction  of  the  Board  of  Estimate  to  the  control  of  the 
mayor,  may  be  considered  recognition  of  the  difficulty  in  hav- 
ing an  ex  officio  board  supervising  an  administrative  agency. 
The  desirability  of  further  shifts  along  these  lines  in  order  to 
clarify  executive  and  legislative  responsibilities  was  suggested 
to  the  Commission.  Said  Mrs.  Jerome  L.  Strauss: 

Specifically,  we  have  a  recommendation  to  make  in  regard 
to  the  administrative  structure  of  the  Board  which  now 
administers  four  bureaus,  the  Bureau  of  the  Secretary, 
Bureau  of  Franchises,  Bureau  of  Retirement  and  Pensions, 
and  Bureau  of  Engineering;  at  least  two  of  these  we  believe, 
under  proper  organizational  structure,  would  seem  to  belong 
to  other  governmental  units. 

We  suggest  consideration  of  a  transfer  of  the  Bureau  of 
Franchise  to  the  Law  Department,  with  the  Traffic  Depart- 
ment, of  course,  having  a  strong  voice  on  the  non-legal 
aspects  of  the  vehicular  use  of  City  streets. 

We  suggest  also  that  the  Bureau  of  Retirement  and  Pen- 
sions might  be  operated  by  the  Department  of  Personnel 
under  a  new  Board  of  Trustees.  Although  the  Board  of 
Estimate  would  have  to  retain  its  responsibilities  in  regard 
to  changes  in  major  pension  policies.39 

Second,  there  is  a  long  list  of  Board  of  Estimate  powers  under 
the  charter  with  regard  to  various  City  functions  and  agencies. 
All  of  these  contribute  to  the  Board's  importance  in  the  ad- 
ministration of  City  affairs.  (References  are  to  chapters  and 
sections  in  the  City  charter.) 


Personnel 

1.  Fix  the  salary  of  all  persons  paid  from  the  City  treasury, 
other  than  day  laborers.  (Sec.  67) 

2.  Subject  to  limitations,  to  create,  abolish,  or  modify  posi- 
tions and  grades  of  all  persons  paid  from  City  treasury. 
(Sec.  68) 

3.  To  review,  along  with  other  agencies,  salary  and  wage  plans 
and  related  rules  from  the  personnel  director.  (Sec.  813) 

4.  To  receive  certificates  from  the  personnel  director,  through 
the  budget  director,  for  new  positions.  (Sec.  818) 


Use  of  City  Property 

5.  With  the  mayor's  approval,  to  assign  to  use  for  public  pur- 
poses any  City  property  and  to  assign  space  in  any  City 
building  to  any  agency.  (Sec.  69) 
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Retirement  System 

6.  To  act  as  head  of  New  York  City's  employees'  retirement 
system  and  to  establish  rules  for  administration  of  the  sys- 
tem and  for  control  of  its  funds.  (Sec.  71) 

Financial  Management 

7.  To  request  financial  reports  from  the  comptroller.  (Sees. 
93a  and  115) 

8.  To  authorize  certain  use  of  cash  in  the  tax  appropriation 
and  general  fund  stabilization  reserve  fund.  (Sec.  132c) 

9.  To  authorize  certain  payments  by  the  comptroller  from  the 
real  property  fund.  (Sec.  255) 

10.  To  authorize  the  comptroller  to  make  certain  investments 
of  sinking  fund  monies.  (Sec.  275) 

11.  To  receive  the  comptroller's  annual  report  of  operations 
under  the  sinking  fund  and  to  require  other  information 
on  the  same  matters  from  the  comptroller.  (Sec.  278) 

City  Planning  Commission 

12.  To  adopt  changes  in  the  master  plan  and  City  map.  (Sec. 
199) 

13.  To  approve,  disapprove,  or  modify  resolutions  of  the  City 
Planning  Commission  changing  zoning  regulations.  (Sec. 
200) 

14.  To  approve  maps,  platting  land  into  streets,  avenues  or 
public  places  and  blocks.  (Sec.  202) 

Assessable  Improvements 

15.  To  authorize  assessable  improvements  and  the  taking  of 
real  property;  and  to  apportion  the  cost  of  assessable  im- 
provements. (Chapter  12  and  particularly  Sections  300, 

303) 

Contracts  and  Purchases 

16.  To  fix  lower  limits  for  purchase  by  agencies  instead  of  by 
commissioner  of  purchase;  to  authorize  the  commissioner 
of  purchases  to  permit  borough  presidents  to  buy  materials 
for  certain  assessable  improvements.  (Sec.  342d) 

17.  To  make  regulations  for  competitive,  advertised,  sealed  bids 
on  City  purchases  of  $2,500  or  more;  to  permit  exceptions 
to  requirements  for  competitive  sealed  bidding.  (Sec.  343) 

18.  To  make  regulations  for  competitive  bids  without  adver- 
tisement on  City  purchases  up  to  $2,500.  (Sec.  344) 

19.  To  approve  standard  specifications  for  City  purposes  and  to 
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exempt  agencies  in  particular  cases  from  such  require- 
ments. (Sec.  347) 

20.  To  provide  conditions  for  City  purchases  of  patented  items. 
(Sec.  348) 

Franchises 

21.  To  grant  franchises  or  rights  or  make  contracts  and  revoc- 
able consents  involving  the  occupation  or  use  of  the  City's 
streets.  (Chap.  14)  In  this  case,  the  separate  and  addi- 
tional approval  of  the  Mayor  is  necessary  to  the  validity  of 
the  Board's  resolution  granting  the  franchise  or  revocable 
consent.  (Sees.  373a,  374) 

Real  Property  Interests  of  the  City 

22.  To  authorize  the  acquisition  or  disposal  of  real  property 
interests  by  the  City;  to  sell  or  lease  real  property.  (Sec. 
384) 

Law  Department 

23.  To  direct  changes  in  legal  papers  and  forms  prepared  by 
the  corporation  counsel  in  connection  with  real  property 
matters.  (Sec.  394b) 

Department  of  Marine  and  Aviation 

24.  To  approve  changes  in  waterfront  plans,  and  in  wharfs, 
streets,  and  other  physical  facilities  involving  the  water- 
front. (Sec.  703) 

25.  To  approve  acquisition  of  wharfs  and  uplands  required  for 
improvement  of  the  waterfront.  (Sec.  706) 

26.  To  approve  leases  of  public  wharfs.  (Sec.  708) 

27.  To  fix  wharfage  rates.  (Sec.  709) 

28  To  withdraw  wharf  property  from  the  Commissioner  of 
Marine  and  Aviation  and  assign  it  for  other  public  uses. 
(Sec.  710) 

Department  of  Water  Supply,  Gas  &  Electricity 

29  To  approve  rules  for  fixing  charges  for  water  and  water 
meters  and  their  connections  and  fines  for  violations  of 
rules.  (Sec.  734) 

Department  of  Purchases 

30.  To  adopt  standards  of  Board  of  Standarization  in  regard 
to  supplies,  materials,  and  equipment  used  by  the  City. 
(Sec.  783) 

31.  To  adopt  rules  of  commissioner  of  purchases  for  disposal 
of  waste  material.  (Sec.  784) 


Organization  of  Departments  and  Agencies 

32.  To  approve  certain  consolidations  of  bureaus  and  offices 
created  by  law.  (Sec.  883) 

Department  of  Traffic 

33.  To  authorize  use  of  parking  meter  funds  ("traffic  improve- 
ment fund")  for  installation,  operation,  and  maintenance 
of  parking  meters;  and  to  authorize  surplus  in  such  funds 
for  capital  and  other  expenditures  to  ameliorate  traffic  con- 
ditions. (Sec.  1063m) 

Community  Mental  Health  Board 

34.  To  approve  arrangements  for  rendition  of  services  to  Board 
of  operation  of  facilities  by  the  City  agencies.  (Sec.  1121a- 
5)  ;  to  approve  plans  of  Board  to  be  submitted  to  state  com- 
missioner of  mental  hygiene.  (Sec.  1121b-l) 

A  third  set  of  Board  of  Estimate  powers  is  found  in  the 
Board's  control  over  the  host  of  "smaller"  administrative  items 
on  the  Board  of  Estimate's  calendar,  derived  from  the  Board's 
multitudinous  powers.  As  to  these,  there  seemed  to  be  general, 
if  not  specific,  agreement  by  conference  participants  that  very 
many  could  be  delegated  for  handling  to  executive  agencies 
without  reference  to  the  Board  itself.  Such  statements  came 
not  only  from  representatives  of  the  civic  agencies  but  also 
from  a  number  of  top  elected  officials  such  as  Mayor  Wagner, 
Council  President  Stark  and  one  of  the  borough  presidents.40 
However,  it  must  be  noted  that  the  Vice  Chairman  of  the  City 
Council,  Mr.  Sharkey,  felt  that  the  rule  making  power  now 
assigned  to  various  city  departments  should  be  regarded  as 
a  legislative  function  and  returned  to  the  City  Council.41 

Procedures  of  the  Board  of  Estimates 

Several  representatives  of  civic  groups  called  attention  to 
the  habitual  operating  procedures  of  the  Board  of  Estimate. 
The  long  bi-weekly  calendars,  often  with  500  items  each,  were 
noted,  and  it  was  stated  that  "all  important  decisions  are  made 
in  caucus,  behind  closed  doors."  While  this  method  of  approach 
may  be  regarded  as  normal  for  an  executive  agency,  it  must 
be  admitted  that  it  is  not  in  line  with  American  procedures  for 
a  legislative  body.  In  a  legislative  body  we  expect  open  debate, 
the  taking  of  positions  responsibly  in  public,  and  a  record  vote 
on  all  important  decisions. 

Apparently  the  caucus  approach  to  executive  and  legislative 
decisions  tends  to  exclude  the  public  from  any  understanding 
of  the  underlying  differences  of  opinion,  and  to  tie  the  mem- 
bers of  the  caucus  to  the  appearance  in  public  of  unanimity  on 
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most  matters.  Even  the  mayor  thus  becomes  "a  prisoner  of  the 
Board"  in  the  opinion  of  some  competent  observers.  The  caucus 
is,  of  course,  an  ideal  stage  for  political  log-rolling,  as  many 
have  observed. 

The  "Board  ol  Directors" 

Do  these  functions  make  the  Board  of  Estimate  a  "board 
of  directors"  for  the  City? 

Many  persons,  including  the  members  of  the  1936  Charter 
Revision  Commission,  held  the  view  that  the  Board  of  Esti- 
mate was  responsible  for  "the  business  affairs"  of  the  City- 
an  ambiguous  term  in  the  language  of  government.  These  af- 
fairs were  deemed  too  complicated  for  one  individual  and  too 
specific  for  a  legislature.  Thus,  the  Board  of  Estimate  is  fre- 
quently viewed  as  the  "Board  of  Directors"  of  New  York 
City,  and  was  so  termed  by  several  members  of  the  Board  it- 
self. Although  technically  the  City  of  New  York  is  a  corpora- 
tion, the  concept  of  a  board  of  directors  makes  little  sense  in 
terms  of  running  a  city  like  New  York.  If  the  analogy  were 
to  be  carried  further,  the  "president"  of  the  municipal  corpo- 
ration would  have  to  be  the  mayor.  Yet  it  is  obvious  that  the 
mayor  is  not  appointed  by  the  Board  of  Estimate  and  that  he 
has  certain  powers  not  subject  to  the  restraint  of  the  Board. 
There  is,  in  fact,  a  division  of  executive  authority  between  the 
mayor  and  the  Board  of  Estimate  and  in  addition,  the  picture 
is  further  confused  since  the  Board  also  serves  as  the  upper 
house  of  the  municipal  legislature,  a  function  hardly  appro- 
priate for  a  board  of  directors. 

Contrary  to  the  view  that  there  is  virtue  in  having  a  board 
manage  the  affairs  of  the  City,  it  is  the  position,  held  by 
many,  that  a  board  can't  administer-only  individuals  can. 
Several  witnesses  before  us  condemned  "board  management." 

The  Mayor,  in  his  appearance  before  the  Commission,  laid 
great  stress  on  a  "reconstituted"  Board  of  Estimate : 

On  the  second  question— clearer  separation  of  administra- 
tive and  legislature  powers— I  am  sure  you  know  that  the 
Board  of  Estimate  makes  many  of  the  basic  administrative 
decisions  and  also  a  great  many  small  administrative  de- 
cisions. The  clear  delineation  of  the  respective  powers  of  the 
mayor  and  the  legislative  branch  of  government,  and  the 
separation  of  those  powers  will  require  long  and  careful 
study.  This  study  should  evaluate  fully  the  benefits  inherent 
to  local  areas  in  the  present  distribution  of  powers,  in  rela- 
tion to  the  benefits  which  may  result  from  any  change  in 
the  allocation  of  those  powers.  In  my  opinion,  this  is  the 
most  important  matter  which  will  come  before  this  Com- 
mission or  any  charter  revision  commission. 

The  third  question  relates  to  the  structure  and  functions 
of  the  City's  legislative  branch.  The  Board  of  Estimate  is 
unique  in  American  city  government  in  that,  existing  side 
by  side  with  a  legislative  body,  it  exercises  both  legislative 
and  administrative  powers.  The  Board,  a  product  of  long 


historical  development,  will  have  to  be  reconstituted  if  the 
mayor  withdraws  and  administrative  functions  are  reallo- 
cated.42 

Need  for  Re-examination 

As  an  institution,  the  Board  of  Estimate  is  thus  the  most 
powerful  single  agency  in  the  City's  government.  The  collec- 
tion of  powers  described  in  the  preceding  pages  make  its 
members,  individually  and  collectively,  the  key  figures  in  the 
governmental  scheme.  As  a  body,  their  actions  are  almost 
completely  immune  from  check  or  balance  elsewhere  in  the 
executive  or  legislative  sphere.  The  mayor  has  practically  no 
veto  power  over  their  actions.  Only  with  respect  to  the  granting 
of  franchises  and  revocable  consents,  and  the  assignment  of 
City  property  to  a  new  public  use,  may  the  mayor  exercise  any 
veto  over  the  Board  of  Estimate.  In  all  other  instances,  the 
mayor  represents  no  more  than  four  votes  out  of  twenty-two 
and  any  other  influence  he  might  wish  to  have  would  depend 
on  other  factors. 

The  importance,  the  pervasive  influence  of  the  Board  of 
Estimate,  and  the  complexity  of  its  relationships  to  the  entire 
City  structure  were  aptly  summed  up  for  the  Commission  by 
Mr.  C.  McKim  Norton : 

And  it  has  always  been  my  observation,  as  I  go  down  to 
Board  of  Estimate  meetings,  that  the  trouble  you  run  into 
is  you  can't  put  your  finger  on  exactly  where  the  problem 
lies.  You  can't  blame  the  mayor.  You  can't  blame  any  par- 
ticular borough  president,  but  somehow  you  have  to  blame 
this  whole  process  we  have  here.  I  think  this  is  one  of  the 
major  problems  you  have  to  think  through.43 
In  the  light  of  all  the  facts,  the  Commission  believes  that 
the  Board  of  Estimate  must  be  completely  re-evaluated  in  terms 
of  its  membership,  its  structure  and  function,  its  powers,  and 
its  method  of  operation.  Otherwise,  fundamental  decisions  can- 
not be  made  for  the  best  organization  of  the  executive  and 
legislative  powers  of  the  City  of  New  York. 

THE  BOROUGH  PRESIDENTS 

The  power  of  the  borough  presidents  stems  from  their  mem- 
bership on  the  Board  of  Estimate.  Collectively  they  control  ten 
of  the  twenty-two  votes  on  the  Board.  Interestingly,  only  a 
relatively  minor  part  of  the  City  charter  deals  with  the  crea- 
tion of  the  position  of  the  borough  presidents  and  their 
remaining  administrative  duties  in  borough  public  works. 
Although  they  are  mentioned  in  connection  with  assessable 
improvements  and  in  a  few  other  matters,  their  real  impor- 
tance is  that  they  are  ex  officio  members  of  the  Board  of 
Estimate. 
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Although  the  most  substantial  power  of  the  borough  presi- 
dents lies  in  their  role  on  the  Board  of  Estimate,  they  do 
exercise  executive  functions  in  borough  public  works  It  is 
therefore  impossible  to  study  the  present  functions  of  the 
Board  of  Estimate,  and  whether  and  how  they  might  be  re- 
organized, without  taking  into  account  the  direct  administra- 
tive functions  of  the  borough  presidents  in  their  own  boroughs. 
As  Borough  President  Lyons  put  it,  the  borough  functions  and 
the  Board  of  Estimate  functions  "interlock".44 

The  incumbents  of  these  offices  are  understandably  opposed 
to  any  loss  of  their  borough  public  works  powers  and  any 
further  centralization  of  these  powers  in  central  departments 
under  the  mayor.45  In  fact,  the  present  borough  presidents 
suggested  to  the  Commission  that  many  of  the  City's  admin- 
istrative functions  should  be  transferred  back  to  the  borough 
presidents,  thus  reversing  the  historical  development  to  date.46 

Many  suggestions  were  made  to  the  Commission  about  the 
admixture  of  borough  works  functions  with  executive  and 
legislative  roles  on  the  Board  of  Estimate.  These  ranged  from 
merely  taking  the  remaining  borough  administrative  powers 
from  the  borough  presidents  to  the  thought  that  perhaps  the 
present  tangled  web  should  be  replaced  with  entirely  different 
machinery.  Stanley  Isaacs,  Minority  Leader  of  the  Council, 
stated : 

I  would  continue  the  offices  of  the  borough  presidents, 
but  I  see  no  reason  why  they  should  continue  to  have  any 
administrative  powers.47 

Said  Mr.  I.  D.  Robbins,  President,  City  Club  of  New  York : 

As  a  first  order  of  business,  we  suggest  you  investigate 
the  institution  of  the  borough  presidency.  Is  this  an  un- 
necessary vestige  which  costs  the  City  of  New  York  millions 
of  dollars  and  serves  no  useful  purpose?  Does  it  merely 
perpetuate  the  silly  notion  that  New  York  City  is  a  confed- 
eration of  autonomous  boroughs?  Does  it  make  the  Board 
of  Estimate  a  horsetrading  market?  Is  there  any  need  to 
assign  executive  work,  or  the  control  over  it,  to  the  borough 
presidents?  Could  not  public  works  be  carried  out  better 
by  a  tightly  controlled  city-wide  Public  Works  Department  ? 
Or  if  the  City  Administrator  were  truly  an  administrator, 
wouldn't  it  be  a  simple  matter  to  have  career  borough  man- 
agers reporting  to  him?48 

Conference  participants  also  discussed  a  derivative  prob- 
lem-the  fact  that  the  borough  presidents,  as  members  of  the 
Board  of  Estimate,  appropriate  funds  to  themselves  which  as 
administrators  they  spend  with  less  restrictions  than  are  placed 
on  the  mayor  and  his  department  heads.49 
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Mayor  La  Guardia  pointed  out  that  this  situation  "gives  rise 
to  log-rolling,  or  what  we  call  on  the  Board  of  Estimate,  the 
'Union  of  Borough  Presidents'."  The  existence  of  such  a 
"union"  or  "club"  was  denied  by  present  incumbents  before 
the  Commission.  But  the  statement  of  at  least  one  borough 
president  that  he  doesn't  know  the  situation  in  comparable  bor- 
ough public  works  in  other  boroughs,  raises  the  possibility 
that  such  log-rolling  still  goes  on  and  that  the  action  of  a 
borough  president  with  reference  to  the  bailiwick  of  another 
borough  president  is  dominated  by  "senatorial  courtesy."50 

THE  COMPTROLLER 

Accepted  Standards 

Mayor  Wagner,  testifying  before  this  Commission  said: 

In  accordance  with  the  basic  principle  of  checks  and  bal- 
ances inherent  in  democratic  government,  I  would  not  want 
to  see  anything  done  to  reduce  the  Comptroller's  independ- 
ence as  an  auditing  officer. .  .51 

This  "principle  of  checks  and  balances"  is  also  applied  in 
the  business  world.  Both  in  business  and  in  government  it  has 
been  found  essential  to  subject  administrative  officers  to  a 
periodic  audit  of  all  their  financial  acts  by  someone  whom  they 
do  not  control,  not  only  to  guarantee  the  regularity  of  their 
transactions  and  reports,  but  also  to  relieve  them  of  any 
temptation  to  mis-state  the  financial  facts.  This  process  of 
examination  and  review  has  come  to  be  known  as  "the  inde- 
pendent, outside  audit."  It  is  an  indispensable  process  in  good 
administration. 

In  practice,  two  types  of  audit  and  control  are  recognized. 
These  are  known  as  "pre-audit"  and  "post-audit."  As  these 
words  indicate,  a  pre-audit  takes  place  before  any  money  is 
spent,  or  any  amount  is  collected  ;  a  post-audit  takes  place  after 
the  money  has  been  spent  or  collected,  to  fix  responsibility  and 
check  on  the  honesty  and  legality  of  the  transactions.  The 
advantage  of  the  pre-audit  is  that  it  "locks  the  barn  before 
the  horse  is  stolen."  This  is  desirable,  except  when  the  horse 
is  still  locked  up  when  he  should  be  in  harness!  Thus  the  disad- 
vantage of  the  pre-audit  is  that  it  always  causes  delays  and 
can  frustrate  normal  administration,  and  give  rise  to  divided 
management  responsibility  and  abuses  in  the  handling  of 
claims  and  payments.  Pre-audit,  in  the  nature  of  the  case, 
draws  the  auditor  irresistably  into  the  administrative  process, 
and  frequently  into  policy  as  well,  and  thus  ultimately  destroys 
his  dispassionate  independence.  Thus  government  and  busi- 
ness in  their  determination  to  have  a  real  "outside  audit"  now 
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tend  to  favor  pre-audit  by  a  finance  department  under  the 
management,  made  safe  by  a  post-audit  by  an  independent, 
outside  auditor,  especially  where  a  good  level  of  administra- 
tion and  accounting  can  be  expected.  In  this  way  responsi- 
bility for  action  is  undivided,  efficiency  is  encouraged,  but  the 
honesty  and  legality  of  transactions  is  guaranteed. 

Audits  may  also  be  "comprehensive,"  reviewing  every  single 
item,  or  they  may  be  in  part  "test  audits,"  designed  to  probe 
repetitive  transactions  only  on  a  sample  basis.  This  is  all  that 
is  required  on  many  processes,  as  when  payroll  checks  are 
drawn  by  electronic  computers  and  thus  offer  little  chance  for 
error.  Pre-audits  are  generally  comprehensive;  post-audits 
may  make  use  of  sampling,  but  this  decision  must  be  left  to 
the  outside  auditor. 

In  addition  to  making  audits,  comptrollers  may  be  required 
to  perform  other  services,  especially  in  government.  These 
vary  from  jurisdiction  to  jurisdiction,  and  may  include  keep- 
ing the  control  accounts,  managing  the  debt  and  any  sinking 
funds,  selling  bonds,  certifying  to  various  reports  and  trans- 
actions, supervising  the  custody  of  bank  deposits,  gathering 
financial  statistics,  making  efficiency  studies  and  administer- 
ing various  financial  processes. 

Increasingly  in  recent  years  the  emphasis  has  been  on  the 
necessity  of  guaranteeing  the  complete  independence  of  the 
comptroller  from  the  rest  of  the  government  or  the  business. 
This  is  accomplished  by  relieving  the  comptroller  of  all  ex- 
traneous administrative  functions,  limiting  him  to  the  post- 
audit  function,  and  excluding  those  who  are  to  be  audited  from 
the  selection  process.  The  purpose  of  this  clean-cut  arrange- 
ment is  to  make  sure  that  the  comptroller  has  no  conflict  of 
interest,  and  that  there  is  thus  no  possibility  of  suspicion  that 
he  is  passing  on  decisions  in  which  has  had  a  prior  part  or 
may  have  a  continuing  interest. 

It  has  also  come  to  be  recognized  that  this  kind  of  an  auditor 
is  in  fact,  in  government,  working  not  only  for  the  public  but 
especially  for  the  legislative  body,  in  that  he  helps  that  body 
to  perform  its  responsibility  of  holding  the  executive  branch 
of  the  government  strictly  to  account. 

In  fact,  this  may  be  the  crucial  aspect  of  the  "basic  prin- 
ciple of  checks  and  balances  inherent  in  democratic  govern- 
ment" to  which  Mayor  Wagner  referred,  as  quoted  above. 

It  is  interesting  that  Comptroller  Lawrence  E.  Gerosa, 
himself  a  businessman  before  entering  the  city  service,  also 
subscribes  to  this  general  concept  of  the  audit  function.  He 
says: 

To  let  the  function  of  audit  rest  with  the  agency  that  con- 
tracts the  obligation  is  not  only  contrary  to  the  aforesaid 
rules  of  public  policy,  but  may  lead  to  possible  irregularities 
and  in  certain  cases  a  reluctance  on  the  part  of  those  en- 
trusted with  such  audit  to  question  the  reasonableness  and 
justness  of  certain  charges  for  fear  of  incurring  the  dis- 


pleasure of  other  officials  within  the  same  agency  whose 
prior  approval  of  certification  may  have  been  given  to  such 
payments.  Audit  of  obligations  payable  from  city  funds  is  a 
function  that  should  be  performed  by  an  independent  public 
officer  elected  by  the  people  and  responsible  only  to  them  for 
his  official  acts.52 

Duties  of  the  New  York  Comptroller 

Comptroller  Gerosa  described  his  own  duties  under  the 
charter  as  follows: 

It  was  on  the  basic  American  principle  of  "checks  and 
balances"  that  the  Office  of  the  Comptroller,  with  its  tradi- 
tional watchdog  function,  was  established  by  the  Common 
Council  over  a  century  and  a  half  ago. 

The  Comptroller  is  the  chief  fiscal  officer  of  the  city, 
elected  by  and  directly  responsible  to  the  people. 

The  Comptroller  advises  the  Board  of  Estimate  on  the 
City's  financial  condition,  recommends  fiscal  policies  and 
municipal  financial  transactions.  He  has  the  power  of  audit 
over  all  official  accounts  and  accruals,  all  receipts  and 
revenues.  He  must  settle  and  adjust  all  claims  for  and 
against  the  City,  and  is  mandated  by  Section  220  of  the 
Labor  Law  to  make  determinations  on  prevailing  rates  of 
wages. 

The  Comptroller  administers  all  sinking  funds  and  cer- 
tain trust  funds.  He  keeps  the  City's  accounts  and  must 
render  financial  statements  to  the  public  periodically.  The 
City  Charter  expressly  gives  him  the  power  to  investigate 
every  financial  transaction  conducted  by  the  City  and  for 
such  purpose  to  call  in  and  examine  under  oath  whomever 
he  deems  necessary. 

In  addition  to  his  membership  on  the  Board  of  Estimate, 
he  is  a  member  of  the  Banking  Commission,  Board  of  Re- 
vision of  Assessments,  Committee  on  Acquisition  and  Dis- 
position of  City  Property,  Teachers'  Retirement  Board,  Fire 
Department  Pension  Fund,  Fire  Department  Life  Insur- 
ance Fund,  Police  Pension  Fund,  New  York  City  Employees 
Retirement  System,  Health  Insurance  Board  (Chairman), 
American  Museum  of  Natural  History,  Brooklyn  Institute 
of  Arts  and  Sciences,  Metropolitan  Museum  of  Art,  Museum 
of  the  City  of  New  York,  New  York  Public  Library.  Brook- 
lyn Public  Library  and  the  Queens  Borough  Public  Library.53 

This  is  based  on  the  list  of  "powers  and  duties"  in  Section 
93  of  the  charter,  together  with  other  sections  and  statutes. 

As  compared  with  the  standards  stated  above,  it  will  be 
seen  that  the  New  York  Comptroller  is  much  more  than  an 
"independent  outside  auditor." 

This  is  seen  chiefly  in  the  fact  that  he  has  extensive  admin- 
istrative and  legislative  responsibilities.  Among  the  more 
important  may  be  mentioned  his  membership  on  the  Board 
of  Estimate  and  on  not  less  than  sixteen  other  boards;  his 
functions  in  assessing  sales  and  business  taxes,  adjusting  all 
claims  for  or  against  the  City,  and  processing  all  pay  check  for 
some  150,000  City  employees,  an  operation  of  which  Mr. 
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Gerosa  is  justifiably  proud.  The  comptroller  keeps  the  City's 
books  and  determines  what  revenue  estimate  shall  be  used  in 
setting  up  the  current  budget,  and  what  debt  margin  is  avail- 
able for  borrowing.54  Once  the  budget  has  been  adopted,  it  is 
the  comptroller  who  determines  what  the  tax  rate  of  New  York 
will  be.55  The  comptroller  also  has  the  general  power  of  in- 
vestigation on  his  own  motion,56  and  is  on  occasion  asked  for 
special  reports  and  advice  by  the  Board  of  Estimate.  Under  the 
charter57  the  audit  made  by  the  comptroller  is,  in  most  cases, 
a  pre-audit,  as  defined  above. 

From  this  statement  of  Mr.  Gerosa,  supplemented  by  refer- 
ences to  the  charter,  it  is  evident  that  the  comptroller  of  the 
City  of  New  York  has  a  greater  amplitude  of  powers  and 
duties  than  any  comptroller  of  any  large  governmental  unit 
in  this  country. 

Comments  and  Recommendations 

As  to  these  arrangements,  Mr.  Gerosa  himself  feels  that 
"there  is  nothing  wrong  in  general  with  the  present  struc- 
ture of  municipal  government  from  an  administrative  point 
of  view,"  though  he  does  advocate  a  considerable  number  of 
improved  fiscal  operations  in  detail  and  the  transfer  of  the 
Mortgage,  Banking  and  Housing  Unit  out  of  his  department 
since  it  is  "misplaced"  in  "an  auditing  office."58  He  feels  that 
the  charter  and  state  laws  should  be  amended  to  extend  the 
audit  powers  of  the  comptroller,  especially  to  education,  but 
opposes  any  new  restrictions.  He  says  unequivocally  "I  recom- 
mend that  the  powers  of  the  comptroller  be  retained  as  now 
provided  in  the  charter.  59 

Mayor  Wagner,  on  the  other  hand,  expressed  the  opinion 
that  certain  of  the  comptroller's  present  functions  are  inap- 
propriate, particularly  his  extensive  administrative  and  im- 
portant legislative  duties.  The  Mayor  would  do  nothing  to 
"reduce  the  comptroller's  independence  as  an  auditing  official" 
but  would  relieve  the  comptroller  of  his  duty  to  sit  on  the 
Board  of  Estimate  and  would  take  the  comptroller  out  of  the 
budget-making  process.60  While  the  borough  presidents  do 
not  agree  as  to  these  steps,  most  of  the  civic  representatives  do. 

Mr.  Hallett  summed  up  the  situation  by  urging  that: 

the  pre-audit  should  be  a  part  of  the  regular  fiscal 
administration  of  keeping  books  and  so  on  (under  a  Finance 
Director,  appointed  by  the  Mayor). 
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It  is  a  full  time  important  job  for  somebody.  It  corresponds 
to  what  a  CPA  would  do  for  one  of  our  private  corporations, 
or  to  what  an  independent  auditing  firm  does  for  many  of 
our  cities,  and  to  what  the  State  Comptroller  does  now'and 
then  for  a  particular  city.61 

Several  witnesses  suggested  that  election  is  the  wrong  way 
to  pick  a  CPA  to  make  an  audit,  and  recommended  that  the 
charter  provide  for  the  election  of  the  comptroller  by  the  city 
legislative  body. 

Review  of  Audit  Function  Needed 

It  is  thus  clear  that  the  present  functions  of  the  comptroller 
do  not  meet  normal  business  standards,  nor  the  standards  as 
stated  by  Mr.  Gerosa  himself,  when  discussing  the  two  boards 
of  education.  In  view  of  this  fact  and  the  suggestions  of  the 
Mayor  and  of  the  various  civic  representatives,  it  becomes 
clear  that  the  status  of  the  comptroller  and  the  nature  of  his 
appropriate  duties  and  powers  do  require  reconsideration. 
This,  then,  is  another  important  question  for  this  Commission. 

THE  PRESIDENT  OF  THE  CITY  COUNCIL 

The  president  of  the  City  Council  usually  plays  his  major 
role  in  the  City  government  as  the  possessor  of  four  votes  on 
the  Board  of  Estimate.  In  absence  of  a  tie,  he  does  not  even 
have  a  vote  on  the  City  Council.  Thus,  except  when  he  is  Act- 
ing Mayor,  he  exercises  his  only  power  as  a  member  of  the 
Board  of  Estimate. 

The  Mayor  recommended  to  the  Commission  that  this  dual 
role  be  ended  by  having  the  City  Council  elect  its  own  head.62 
Council  President  Stark  opposed  any  change  in  the  present 
situation.63 

Mayor  Wagner  envisioned  a  new  role  for  the  official  who 
is  now  entitled  President  of  the  City  Council.  He  said : 

No  matter  what  changes  are  made  in  local  government, 
there  would  always  be  need  for  some  one  in  a  role  analogous 
to  that  of  a  vice  president  or  Lieutenant  governor-that  is, 
a  man  elected  on  the  same  ticket  and  pledged  to  the  same 
policies  as  the  mayor,  who  would  succeed  to  the  mayoralty 
in  the  event  of  a  vacancy.  I  would  urge  the  continued  pro- 
vision for  such  an  official.  In  the  event  that  the  mayor  is 
released  from  his  Board  of  Estimate  responsibilities,  this 
office  could  also  carry  with  it  the  chairmanship  and  the  right 
to  vote,  in  a  reconstituted  Board  of  Estimate,  rather  than 
the  non-voting  chairmanship  in  the  Council.  Under  such  an 
arrangement,  the  City  Council  would  elect  its  own  presid- 
ing officer.64 

MULTIPLE  AND  EX  OFFICIO  OFFICES 
As  the  foregoing  record  shows,  the  New  York  City  govern- 
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mental  system  relies  heavily  on  overlapping,  multiple,  and  ex 
officio  assignments.  There  is  no  such  thing  at  the  top  as 
"one  man,  one  job."  Almost  everyone  in  the  upper  echelons 
has  several  assignments. 

As  a  result,  the  mayor  devotes  a  great  deal  of  time  to  legisla- 
tive duties  and  is  not  the  strong  executive  contemplated  in 
the  public  mind.  There  are  several  others  to  share  his  execu- 
tive power,  but  not  his  responsibility. 

The  Board  of  Estimate-which  incidentally  does  not  make 
the  estimates-is  entirely  ex  officio,  every  one  elected  for  some 
other  office.  The  members  are  partly  executives,  partly  legis- 
lators, and  partly  political  leaders. 

The  president  of  the  City  Council's  really  important  power 
is  not  in  the  City  Council,  but  in  the  Board  of  Estimate. 

The  comptroller  is  not  primarily  an  auditor  and  controller, 
but  a  member  of  "the  board  of  directors,"  a  tax  assessor,  a 
bookkeeper,  a  budget  maker,  a  credit  manager,  and  finally  a 
legislator. 

The  budget  director  is  "the  mayor's  man,"  and  serves  him 
in  the  preparation  of  the  estimates,  but  spends  the  rest  of  the 
year  working  for  the  Board  of  Estimate  as  the  "agent  of  the 
Board." 

Multiple  assignments,  of  this  sort,  are  frequently  useful  for 
interdepartment  co-ordination  and  the  development  of  new 
programs  and  policies,  but  when  they  are  used  as  a  routine 
and  long-continued  practice  for  executive  management,  they 
are  generally  an  indication  that  something  is  wrong  as  to  the 
basic  organization. 

It  is  not  surprising  that  several  of  our  conference  witnesses, 
particularly  the  civic  leaders,  complained  of  the  resulting  con- 
fusion, the  occasional  conflicts  of  interest,  and  their  own  in- 
ability to  know  where  to  go  for  decisions  and  action. 

THE  CITY  LEGISLATIVE  BODY 

Theory  and  Practice 

There  is  no  city  government  under  American  practice  with- 
out a  city  legislative  body.  Americans  expect  this  body  to  be 
composed  of  elected  representatives,  chosen  for  the  purpose 
either  at  large,  or  from  districts,  by  universal  suffrage.  Such 
representatives  generally  serve  on  a  part-time  basis,  with  little 
or  no  compensation,  as  the  work  is  not  expected  to  interfere 
with  their  normal  pursuits. 

"The  legislative  power"  of  the  municipal  corporation  is 
assigned  to  the  city  legislative  body,  generally  subject  to  the 
veta  of  the  elected  mayor.  This  power  resembles  the  legisla- 
tive power  of  the  congress  and  of  the  state  legislature,  though 
it  relates  to  many  more  detailed  and  specific  matters,  in  the 
nature  of  the  case.  This  local  legislative  power  depends  on  the 
amount  of  authority  granted  to  the  city  by  the  State  con 


stitution  and  laws.  This  grant  of  power  generally  includes  the 
right  to  pass  local  laws,  or  ordinances,  regulating  personal 
conduct,  including  controls  over  buildings,  land  use  and  traf- 
fic, arranging  for  public  safety,  various  types  of  community 
services,  fixing  the  method  of  distributing  the  costs  thereof, 
creating  public  offices  and  regulating  the  conduct  of  local 
public  officials,  adopting  the  budget,  voting  appropriations, 
approving  the  larger  contracts,  authorizing  the  borrowing  of 
money  through  the  sale  of  city  bonds,  initiating  investigations 
of  official  conduct,  adopting  revenue  measures,  and  fixing  the 
annual  tax  rate. 

In  these  terms,  the  normal  city  council  is  legally  part  of 
the  "check-and-balance"  system,  as  are  other  American  legis- 
lative bodies,  though  in  cities,  the  underlying  political  party 
structure  tends  to  blur  the  working  of  the  system. 

The  Situation  in  New  York 

Viewed  from  this  general  background,  the  status  of  the  city 
legislative  body  in  New  York  City  is  anamolous,  to  say  the 
least. 

There  is  a  city  council,  composed  of  elected  councilmen,  but 
from  this  point  on,  the  resemblance  of  the  council  to  a  legis- 
lative body  might  be  said  to  be  "purely  coincidental"  if  we 
may  judge  by  the  Charter  powers,  by  the  testimony  of  the  Vice 
Chairman  and  the  Minority  Leader  of  the  Council,  and  by 
the  observations  of  the  civic  associations  which  appeared  be- 
fore us. 

The  Charter  does  contain  what  appears  to  be  a  general  grant 
of  legislative  power  to  the  City  Council : 

The  Council  shall  be  vested  with  the  legislative  power  of 
the  city,  and  shall  be  the  local  legislative  body  of  the  city, 
with  the  sole  power  to  adopt  local  laws  under  the  provisions 
of  the  city  home  rule  law  or  otherwise,  without  requiring 
the  concurrence  of  any  other  body  or  officer  except  as  pro- 
vided in  sections  thirty-eight,  thirty-nine  and  forty.65 
But  the  appearance  is  far  from  the  reality.  Consisting  of 
25  councilmen  elected  from  districts  coterminous  with  State 
senatorial  districts  for  four-year  terms,  receiving  each  a  com- 
pensation of  $7000  a  year,  plus  $3000  for  contingent  expenses, 
the  City  Council,  as  has  been  suggested  earlier  in  the  dis- 
cussion of  the  Board  of  Estimate's  functions,  is  subject  to  far 
more  limitation  than  the  exceptions  specifically  enumerated 
in  Section  21.  Even  these  exceptions  are  important,  however, 
and  bear  summarizing. 

Section  38  deals  with  the  general  veto  power  of  the  mayor. 
Section  39  constitutes  the  Board  of  Estimate  as  the  second 
legislative  chamber  by  requiring  its  approval  of  almost  every 
local  law,  especially  as  carried  out  in  practice.  Section  40  im- 
poses a  restriction  not  hitherto  discussed.  It  requires  some 
eighteen  categories  of  local  laws  to  be  approved  at  popular 

65N.Y.C.  Charter,  Section  21 


referendum  before  they  can  become  effective. 

As  a  result  of  these  arrangements,  the  "legislative  power" 
of  the  city  council  is  severely  limited.  Even  more  limiting  is 
the  fact  that  the  council  does  not  control  the  appropriations, 
though  it  goes  through  the  motions  of  "adopting  the  budget."" 
As  a  result  the  Council's  action  in  "fixing  the  tax  rate"  is  a 
purely  meaningless  and  ministerial  act!  The  comptroller  does 
the  mathematics,  sends  to  the  Council  the  result  of  his  com- 
putations, and  the  Council  is  required  to  vote  the  arithmetic 
into  law.67  By  any  legislative  standards,  this  is  a  strange  per- 
formance. 

This  farcical  legislative  situation  was  called  to  our  atten- 
tion both  by  elected  City  officials  and  by  representatives  of 
civic  organizations. 

Mr.  Harold  Riegelman,  Counsel  to  the  Citizens  Budget 
Commission,  in  his  appearance  before  the  Commission  listed 
as  one  of  the  most  important  matters  to  be  considered : 

...what  form  and  function  shall  be  assigned  to  a  legisla- 
tive branch  of  the  City  government.  What  is  the  best  cor- 
rective of  the  sterility  of  the  City  Council?68 
Later  on,  Mr.  Riegelman  agreed  that  the  City  is  not  really 
equipped  with  a  legislative  department  of  government. 

...Not  in  the  true  sense,  not' the  sense  in  which  the  City 
badly  needs  it.69 

Statements  from  other  conference  participants  indicate  that 
New  York  City  indeed  does  not  have  a  legislative  body  "in  the 
true  sense.  " 

Strengthening  the  Legislature  — 
Unicameralism  vs.  Bicameralism 

Many  of  the  conference  participants,  aware  of  these  limita- 
tions on  the  Council's  legislative  powers,  suggested  action  to 
strengthen  the  Council's  legislative  role  and  to  clarify  the 
responsibility  for  legislative  action  in  the  City  government. 
Various  alternative  paths  of  action  were  recommended,  in- 
cluding mere  modifications  of  the  present  structure,  a  new 
bicameralism,  and  a  pure  unicameral  system. 

The  Mayor  suggested  a  bicameral  legislature.  The  admin- 
istrative functions  of  the  Board  of  Estimate  would  be  real- 
located; the  mayor  would  withdraw;  and  the  borough  presi- 
dents "  would  continue  as  members  of  a  powerful  legislative 
body,  representing  the  people  of  their  respective  boroughs... 
The  City  Council  would  be  strengthened  and  provide  ...a 
local  neighborhood  representation  [which]  is  a  most  vital  ele- 

m ^e  Ma^^orseemed  to  be  endorsed  by  the  statement 
of  Mr.  Ralph  H.  Brooks,  Director  of  Governmental  Affairs, 
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Commerce  and  Industry  Association  of  New  York,  Inc.: 

Also,  we  recommend  that  a  study  be  made  of  the  possi- 
bility of  a  reformation  of  the  Board  of  Estimate  as  a  strictly 
legislative  body.  Along  with  this  also  would  go  a  study  of 
the  role  of  the  City  Council  in  the  fundamental  organiza- 
tion of  top  city  government.  If  and  when  recommendations 
resulting  from  such  a  study  are  offered,  they  will  be  given 
Association  consideration.71 

In  addition  to  Council  President  Stark's  eloquent  plea  for 
more  powers  for  the  Council72  the  other  members  of  the  present 
Board  of  Estimate  expressed  themselves  in  favor  of  strength- 
ening the  City  Council,  though  they  did  not  go  into  details. 
Comptroller  Gerosa  stated  he  is  in  favor  of  strengthening  the 
Council.73 

Borough  President  Clancy  made  the  following  statement: 
It  seems  to  me  that  many  Council  bills— possibly  most— 
which  now  come  before  the  Board  of  Estimate  have  no  place 
there.  It  seems  to  me  that  with  some  possible  exceptions,  as 
recognized  in  the  present  City  charter,  there  should  be  no 
need  for  Board  of  Estimate  review  once  the  Council  has 
passed  a  local  law.  It  should  go  directly  to  the  Mayor  as 
Chief  Executive,  for  approval  or  disapproval.  In  this  way, 
the  mayor  would  not  be  placed  in  the  position  of  being  re- 
quired to  review  a  piece  of  legislation— presumably  with  an 
open  mind  — after  he  had  participated  in  the  approval  of 
that  legislation.  The  other  effect  of  this  change  would  be 
that  the  Council  would  be  greatly  strengthened  in  its  legis- 
lative function  and  its  stature  and  importance  would  rise 
correspondingly.74 

Borough  President  Maniscalco  stated : 

Now,  the  matter  of  the  City  Council.  I  feel  it  is  properly 
constituted  as  to  the  number  of  its  members,  and  as  to  the 
method  of  their  election.  I  believe  the  City  Council  should 
have  full  responsibility  for  legislation  on  all  matters  affect- 
ing the  property,  affairs  or  government  of  our  City,  except- 
ing only  fiscal  legislation  now  enacted  in  the  Board  of  Esti- 
mate, and  any  controls  which  are  in  the  hands  of  the  State 
Legislature.75 

Councilmen  Sharkey  and  Isaacs,  respectively  Vice  Chairman 
and  Minority  Leader  of  the  City  Council,  called  for  curtailing 
the  powers  of  the  Board  of  Estimate  to  pass  on  legislation 
adopted  by  the  Council.76 

In  contrast  to  the  position  of  the  City  officials,  several  repre- 
sentatives of  civic  organizations  suggested  the  desirability  of 
a  unicameral  legislature.77  Said  Mr.  George  H.  Hallett,  Jr.: 
My  own  judgment  on  that  matter  would  be  that  we  should 
have  a  single  bodv  instead  of  two  bodies,  and  this  actually 
was  recommended  to  [the]  Thacher  Charter  Commission  by 
the  Citizens  Union,  but  it  hasn't  been  reviewed  for  some 
years,  so  that  I  am  speaking  now  individually.  I  think  the 
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decision  we  reached  at  that  time  is  still  a  good  one  that  it 
would  be  much  better,  as  recommended  by  Judge  Seabury, 
if  we  had  a  single  body  elected  in  a  more  representative  way 
which  would  determine  all  the  major  questions  of  city  policy, 
including  those  that  are  now  reserved  for  the  Board  of  Esti- 
mate and  subject  to  the  mayor's  veto  and  overriding  of  the 
mayor's  veto  by  this  single  body,  transferring,  of  course,  a 
lot  of  little  administrative  matters  to  the  Administration  and 
not  burdening  this  body  with  them. 

I  think  the  body,  of  course,  ought  to  have  a  much  better 
staff  to  do  research  and  drafting  for  it  than  the  present 
City  Council  has.78 

Manifestly,  a  decision  is  called  for  on  the  need  for  a  bicameral 
versus  a  unicameral  legislature.  It  would  seem  that  the  answer 
to  this  problem  will  depend  on  the  allocation  of  other  govern- 
mental functions.  Nonetheless,  the  record  shows  that  the 
present  unequal  distribution  of  legislative  powers  that  is  so 
detrimental  of  the  main  legislative  body  requires  high  priority 
attention  by  the  Commission. 

Legislative  Control  Over  Appropriations 

Another  basic  disability  of  the  City  Council  referred  to 
above,  is  its  limited  role  in  the  budget-making  process  and  in 
the  appropriation  of  funds.  Significantly,  the  Council's  role 
in  budgeting  and  appropriations  is  not  mentioned  at  all  in  the 
part  of  the  City  charter  dealing  with  the  Council  as  such.79 
It  is  elementary  that  control  of  the  purse  strings  means  control 
of  any  enterprise.  By  this  test,  the  Council  lacks  the  basic 
means  of  legislative  control  inherent  in  the  appropriation 
process.  Limited  by  the  charter  to  twenty  days  for  considera- 
tion of  the  expense  and  capital  budgets,80  the  Council  may  only 
reduce  or  omit  items  in  the  expense  budget  after  Board  of 
Estimate  action,81  and  may  only  strike  items  in  their  entirety 
from  the  capital  budget  adopted  by  the  Board  of  Estimate.82 
Moreover,  the  mayor's  item  veto  power  on  the  Council's  ex- 
pense budget  action  requires  a  three-fourths  vote  to  override.83 

Thus  the  City  Council  offers  no  forum  for  framing  issues 
through  the  effective  review  of  past  expenditures  and  future 
demands.  Council  action  on  the  budget  does  not  attract  suf- 
ficient public  attention  since  the  public,  in  recognition  of  the 
realities  of  the  situation,  concentrates  its  efforts  on  the  Board 
of  Esimate.  The  Council's  budgetary  role  has  been  perfunctory. 
In  the  last  twenty-two  years,  the  Council  has  attempted,  with 
little  success,  to  cut  a  total  of  only  3  million  dollars  from  budgets 
totaling  about  28  billion  dollars. 
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Vice-Chairman  Sharkey  told  the  Commission: 

But  I  would  certainly  give  them  (the  City  Council)  some 
help  in  doing  that  (passing  on  the  budgets)  because  at  the 
present  time,  we  might  just  as  well  be  honest  about  it,  in 
twenty  days  we  don't  have  much  chance  to  do  anything 
about  it.84 

Amplifying  another  aspect  of  the  Council's  lack  of  power  in 
regard  to  appropriations,  Minority  Leader  Isaacs  stated: 

I  think  the  New  York  State  Commission  should  study 
whether  or  not  the  Council  should  be  given  the  same  veto 
power  to  pass  on  changes  in  the  expense  budget  made  after 
adoption  as  we  have  now  in  connection  with  changes  in  the 
capital  budget.  Time  and  again,  this  was  true  under  Mayor 
La  Guardia  as  it  is  now,  the  budget  is  adopted  with  great 
care,  and  then  beginning  with  the  first  of  July  changes  are 
made  in  it  without  any  review  by  the  Council,  by  the  Board 
of  Estimate,  usually  a  mass  of  increased  salaries  which  the 
Board  of  Estimate  was  not  willing  to  put  into  the  budget 
itself  for  fear  of  criticism.  After  the  budget  is  adopted  they 
have  complete  control.  I  believe  there  should  be  review  by 
the  City  Council  of  those  items  just  as  there  is  of  items  in 
the  capital  budget  today.85 

The  significance  of  the  absence  of  budgetary  control  through 
appropriations,  and  the  role  of  the  Board  of  Estimate  as  the 
upper  chamber,  is  reflected  in  inactivity  in  the  field  of  in- 
vestigations by  the  City  Council.  With  the  growth  of  complex 
government  and  the  role  of  the  expert,  legislatures  have  tended 
more  and  more  to  use  the  power  of  investigation.  In  this  way, 
legislatures  have  given  the  people  an  opportunity  to  see  issues 
formed  and  debated.  In  this  respect  the  City  Council  has 
ample  powers: 

The  Council  shall  have  power  from  time  to  time  to  appoint 
a  special  committee  to  investigate  any  matters  relating  to 
the  property,  affairs  or  government  of  the  city  or  of  any 
county  within  the  city.  Any  such  committee  shall  have  power 
to  require  the  attendance  and  examine  and  take  the  testi- 
mony under  oath  of  such  persons  as  it  may  deem  necessary.86 
In  spite  of  this  provision,  the  Council's  powers  of  investiga- 
tion have  largely  fallen  into  disuse. 

Last,  but  not  least,  there  is  the  residual  role  of  the  City 
Council.  In  the  absence  of  real  legislative  powers,  the  Council 
tends  to  become  involved  in  enactment  of  minutie,  protracted 
committee  deliberations,  and  routine  authorizations.  In  most 
cities  these  matters  are  usually  dealt  with  by  administrative 
action  and  regulation  under  over-all  policy  promulgated  by  the 
legislature. 

Internal  Workings  of  the  City  Council 

Considerable  evidence  was  presented  to  the  Commission  on 
the  internal  workings  of  the  City  Council.  This  material  will 
be  extended  and  reviewed  in  our  subsequent  inquiries.  One 
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matter  called  to  our  attention  deserves  mention  here,  namely 
the  fact  that  New  York's  legislative  body  is  regularly  made  up 
almost  exclusively  of  representatives  of  a  single  political  party, 
in  spite  of  the  fact  that  the  electorate  shows  a  much  more 
evenly  divided  structure,  if  it  may  be  judged  by  state  and 
federal  elections. 

The  failure  of  a  legislative  body  to  reflect  the  divisions  of 
opinion  known  to  exist  in  the  community,  and  the  absence  of 
any  considerable  minority,  with  the  balancing  force  of  criticism 
which  goes  with  such  a  minority,  does  have  an  important  bear- 
ing on  the  internal  workings  of  any  legislative  body  and  upon 
the  nature  of  the  powers  which  can  wisely  be  assigned  to 
such  a  body  ''corporate  and  political." 

Commenting  on  this  situation,  Mr.  Richard  S.  Childs,  of  the 
Citizens'  Union,  suggested  that  this  Commission  should  look 
beneath  the  surface,  and  behind  City  Hall,  at  the  structure 
and  operations  of  the  political  parties  in  New  York  City.  With 
this  in  mind,  he  said : 

I  do  not  propose  probing  beyond  ascertainment  of  what 
the  machinery  of  the  parties  is;  I  suggest  only  the  mapping 
of  the  ostensible  procedures  and  the  corresponding  actual- 
ities of  the  democratic  process  within  the  parties.  A  mere 
witch-hunt  looking  for  scandal  and  disparagement  of  in- 
dividuals would  have  only  momentary  value,  whereas  a  clear 
setting  forth  of  the  organization  of  this  informal  section 
of  the  city  government  would  be  a  contribution  of  unique 
and  lasting  value  and  one  that  can  never  be  expected  from 
a  commission  appointed  by  local  authorities.87 

The  Legislature  and  the  Executive 

Vice-Chairman  Sharkey  summarized  the  City's  situation  and 
needs  as  to  a  real  legislative  body  in  these  words : 

There  isn't  anybody  in  the  executive  end  of  the  admin- 
istration that  wants  a  whip  over  them  and  they  will  keep 
this  Council  as  weak  as  they  can  no  matter  whether  it  is 
my  administration  or  a  hostile  administration.  They  dent 

^Iwifvttant  a  real  strong  Council  or  legislative  body 
vou  have  got  to  give  them  power,  sir,  or  else  we  will  never 
get  it  You  should  have  a  strong  legislative  body  pro- 
vided it  is  able... I  am  thinking  of  a .body  that s  able to .talk 
back  and  stand  on  its  own  feet  and  do  things.  That  is  the 
kind  of  a  body  you  really  need.88 

Requirements  Not  Now  Met 

The  Commission  finds  that  the  present  New  York  City  struc- 
turedoeslt  give  the  citizens  of  New  York  and  their  govern- 
SSX  benefits  of  a  truly  vigorous  and  ^^^Z 
lature.  With  an  upper  house  exist, ng  in       b     name  the 
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stituted  as  a  legislature.  Under  these  circumstances,  the  Com- 
mission believes  that  a  fundamental  study  of  the  constitution 
of  the  legislature  of  New  York  City  is  in  order.  Problems  re- 
quiring analysis  are:  the  basis  of  representation  in  the  legis- 
lature body;  the  powers  of  the  legislature;  the  benefits  of 
bicameral  versus  unicameral  organization;  and  the  relation 
of  the  legislature  to  the  mayor. 

HOME  RULE 

A  theme  running  through  the  testimony  of  all  city  officials 
appearing  before  us  was  criticism  of  the  state  for  "interfer- 
ence in  local  affairs,"  criticism  of  the  state  courts  for  their 
decisions  as  to  the  "property,  affairs  or  government  of  cities," 
and  the  demand  for  "greater  home  rule"  and  "greater  freedom 
in  taxation." 

Of  the  officials,  only  Comptroller  Gerosa  flatly  opposed  any 
increase  of  the  city's  taxing  powers  "at  the  present  time."89 

The  representatives  of  civic  groups  generally  advocated  a 
greater  measure  of  delegation  of  legislative  power  to  the  city, 
with  the  important  proviso  that  the  structure  of  the  city  gov- 
ernment be  redesigned  to  handle  such  an  increased  delegation 
of  authority.  The  civic  groups  were  divided  as  to  tax  powers 
and  modification  of  debt  limits. 

In  addition  to  the  demand  for  a  greater  measure  of  legisla- 
tive power,  several  individuals  mentioned  the  many  areas  of 
present  state-city  cooperation  especially  as  to  education,  wel- 
fare, health,  arterial  highways,  transportation,  slum  clearance 
and  urban  renewal. 

One  borough  president,  for  example,  explained  the  smooth 
working  relations  between  his  borough  engineers  and  the  State 
Department  of  Public  Works  on  the  arterial  highway  program, 
and  agreed  that  cooperation  in  doing  the  work  is  more  pro- 
ductive than  controversy  over  "rights"  and  "jurisdiction."90 

It  is  not  our  purpose  to  discuss  the  problem  of  home  rule  or 
of  taxing  and  debt  powers  at  this  point,  especially  as  there 
appears  to  be  a  good  deal  of  confusion  both  as  to  the  facts  and 
as  to  the  possible  lines  of  action.  We  note  this  discussion  over 
home  rule  and  taxing  power,  however,  because  these  subjects 
were  mentioned  so  prominently  together  in  our  conferences 
that  they  must  be  included  in  the  list  of  problems  considered 
of  major  importance  by  the  officials  and  the  civic  leaders  of 
the  New  York  community. 

IS  THERE  NEED  FOR  CHARTER  REVISION? 

The  final  topic  discussed  by  all  of  our  conference  participants 
is  the  need  for  fundamental  charter  changes. 

It  is  almost  a  quarter  of  a  century  since  any  official  group 
or  commission  has  studied  the  charter  in  its  entirety.  Dur- 
ing these  years  New  York  City  has  grown  tremendously.  The 
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magnitude  of  this  growth  cannot  be  measured  completely  by 
population,  economic,  and  social  statistics.  The  City  is  facing 
not  only  old  problems  that  have  increased  in  scope,  but  also 
new  problems  that  did  not  exist  twenty-five  years  ago.  The 
electorate  now  looks  to  its  City  government  to  provide  services 
and  facilities  that  formerly  were  not  even  within  the  realm 
of  governmental  responsibility.  Housing,  urban  renewal,  wel- 
fare, intergroup  relations,  and  complex  transportation  tasks, 
while  no  means  inclusive,  are  indicative  of  the  enormous  bur- 
den which  the  new  era  has  imposed  on  the  City.  The  problems 
that  face  New  York  City  are  such  as  to  require  first,  and  fore- 
most, a  careful  and  thorough  look  at  the  basic  top  structure 
and  operating  methods  of  the  City  government. 

As  Mayor  Wagner  stated  in  his  appearance  before  the  Com- 
mission : 

It  is  more  than  a  generation  since  the  City  Charter  has 
been  revised.  With  the  swiftly  changing  times,  shifting  pop- 
ulations, new  concepts  of  the  responsibility  and  functions 
of  governments,  new  ideas  of  municipal  management,  I  be- 
lieve that  we  should  have  a  thorough  look  at  the  charter  at 
least  once  in  every  generation.91 

New  expectations  and  new  problems  cannot  always  be 
answered  by  existing  and  even  well-proved  governmental 
machinery.  Adjustments  to  an  existing  structure  rarely  are 
sufficient  to  provide  solutions  for  new  problems.  Moreover,  the 
complexity  of  problems  facing  the  City  require  more  than  the 
creation  of  a  new  institution  to  take  care  of  each  problem  in- 
dividually. There  must  be  some  focal  point  of  authority  for 
over-all  direction  and  planning.  On  this  score  New  York  City's 
government  is  lacking. 

The  pressure  of  new  and  complicated  problems  is  com- 
pounded by  the  necessarily  and  inherently  limited  govern- 
mental capacity  of  the  City.  Mayor  LaGuardia  stated  over 
twenty  years  ago  that  "we  are  geared  for  local  government... 
and  yet  we  are  responsible  for  a  government  that  is  larger 
than  any  state  in  the  Union. ..  .There's  a  feeling  of  hopeless- 
ness that  comes  over  us ...  on  a  great  many  things  we'd  like 
to  do  but  just  haven't  the  power." 

What  may  have  been  valid  at  that  time  is  even  more  valid 
today.  In  most  respects,  New  York  City  has  the  second  largest 
government  in  the  United  States.  The  number  and  complexity 
of  its  responsibilities  are  exceeded  only  by  the  Federal  govern- 
ment. In  spite  of  this,  its  governmental  system  is  in  actuality 
no  more  than  a  result  of  minor  adjustments  to  an  antedated 
structure,  devised  for  pre-World  War  II  society. 

The  charter  revision  in  1936  was  primarily  the  result  of  a 
reaction  against  corruption.  The  Commission  believes  that 
particularly  under  today's  circumstances  the  motivation  for 
the  refashioning  of  governmental  apparatus  should  be  more 
positive  and  more  oriented  toward  stated  goals.  The  problems 

*!Ibid.,  pp.  19-20. 


and  tasks  of  a  city  government  under  emerging  conditions 
should  be  analyzed  and  understood;  governmental  machinery 
should  then  be  organized  so  that  it  may  effectively  solve  them. 
This  may,  or  may  not,  require  a  new  city  charter. 

By  and  large,  the  studies  of  New  York  City's  government 
in  the  past  decade  have  accepted  the  basic  existing  frame- 
work. The  groups  conducting  these  studies  have  been  limited 
by  the  very  nature  of  their  membership  and  by  their  intimate 
ties  to  existing  organizational  structure.  It  has  been  pointed 
out  to  us  by  more  than  one  witness  that  the  answers  for  New 
York  City  cannot  be  found  without  taking  a  fresh  view  of  the 
City  government,  a  view  unencumbered  by  commitments  to  old 
institutions.  It  may  have  been  with  this  in  mind  that  this  Com- 
mission was  instructed,  among  other  things,  to  recommend 
changes  in  the  City  charter  designed  to  facilitate  the  improve- 
ment of  the  structure  and  organization  of  the  City's  govern- 
ment. At  least  the  problem  is  before  us. 

Summary 

This  chapter  seeks  to  present  a  listing  of  the  major  questions 
raised  with  the  New  York  State  Commission  on  Governmental 
Operations  of  the  City  of  New  York  as  to  city  structure  and 
major  administrative  procedures  by  the  elected  officials  of  New 
York  City  and  by  the  representatives  of  the  city-wide  civic 
and  commercial  associations  which  consider  city  government 
problems  in  their  normal  programs. 

To  indicate  the  significance  of  the  opinions  stated  in  public 
hearings  before  us  and  the  meaning  of  the  suggestions  offered, 
we  have  included  in  this  chapter  some  references  to  the  City 
charter  and  to  other  studies  and  reports. 

None  of  the  material  presented  in  this  chapter  is  designed 
to  reflect  the  preliminary  or  the  final  conclusions  and  recom- 
mendations of  this  Commission.  Though  the  testimony  and 
suggestions  are  far  from  being  in  agreement,  we  regard  them 
as  presenting  nonetheless  one  important  aspect  of  background, 
useful  not  only  for  our  Commission  in  proceeding  with  its 
further  work,  but  also  for  the  citizens  of  the  city  and  the 
state. 


PART  V 


WEAKNESSES  IN  THE  TOP  STRUCTURE  AND 
OPERATIONS  OF  THE  GOVERNMENT  OF  THE  CITY 


At  least  four  separate  elements  are  necessary  for  good,  strong- 
city  government:  good  men  in  office;  adequate  local  powers;  a 
sound  governmental  system;  and  continuous  citizen  interest 
and  participation. 

These  elements  are  interlinked,  each  depending  to  a  con- 
siderable degree  on  the  other  three. 

Furthermore,  good  men  in  office,  with  adequate  powers  and 
citizen  backing,  can  do  a  reasonable  job  even  with  a  poor  gov- 
ernmental setup  and  antiquated  procedures,  but  these  defi- 
ciencies make  the  job  much  harder  and  the  end  result  far  less 
satisfactory.  A  poor  structure  also  makes  it  harder  to  get  good 
men  into  top  positions.  They  are  discouraged  from  serving 
because  they  know  that  with  inadequate  powers  and  heavy  re- 
sponsibilities, they  will  be  working  against  discouraging  odds. 

The  election  of  good  men  to  office  is,  of  course,  up  to  the 
citizens,  and  to  a  considerable  degree  is  an  outcome  of  the 
quality  of  citizen  interest  and  participation  in  local  govern- 
ment. This  Commission  can  do  little  to  influence  this  situation 
directly.  But  indirectly,  it  can  suggest  major  improvements  in 
structure,  procedures,  and  in  the  political  system,  which  will 
make  it  easier  to  get  good  men  in  top  posts  and  will  make  it 
simpler  for  the  top  officials  to  do  a  better  job  of  managing  the 
City.  Appropriate  changes  will  also  make  it  easier  for  citizens 
to  know  what  is  going  on  and  to  participate  in  their  government. 

Thus,  good  structure  and  procedures  are  extremely  impor- 
tant, even  though  these  alone  are  not  the  answer.  While  "the 
system"  does  not  produce  good  government  by  itself,  it  does 
improve  the  performance  of  men  of  even  moderate  ability,  and 
offers  to  men  of  superior  ability  a  chance  of  real  leadership 
and  achievement.  Structure  and  procedures  are  also  protection 
against  carelessness,  secrecy,  waste,  and  corruption. 

These  observations  justify  the  attention  of  the  Commission 
to  questions  of  structure  and  operations.  It  does  not  consider 
that  a  good  system  per  se  is  the  guarantee  of  good  government ; 
but  it  does  consider  that  it  is  an  indispensable  element,  highly 
important  as  a  step  toward  honest  leadership  and  efficient  and 
democratic  city  government. 


Method  of  Study 

The  Commission  is  composed  of  appointees  who  have  con- 
siderable direct  and  personal  knowledge  of  many  aspects  of 
the  government  of  the  City  of  New  York.  However,  it  has  not 
relied  solely  on  this  acquaintance  with  the  facts  in  considering 
the  question  of  the  structure  and  operations  of  the  City.  As  is 
shown  in  the  foregoing  chapters,  the  Commission  has  supple- 
mented its  own  knowledge  with  (a)  extensive  staff  studies  of 
the  origin  and  history  of  the  government  of  the  City  and  its 
various  charters;  (b)  a  careful  review  of  the  major  official 
surveys  and  reports  made  during  the  past  decade  that  deal 
with  the  problem  of  governmental  efficiency  in  the  City;  (c)  a 
general  examination  of  central  organizational  and  administra- 
tive problems  by  a  well-qualified  private  management  consult- 
ing firm;  and  finally,  (d)  a  series  of  public  conferences  with 
the  top  executive  and  legislative  officials  of  the  City  and  with 
the  representatives  of  civic  and  business  organizations. 

Agreement  on  Facts 

These  conferences  with  top  City  officials  and  with  civic 
leaders  are  of  particular  significance  because  these  sessions 
have  disclosed  that  the  underlying  facts  about  the  present 
structure  and  procedures  are  perfectly  clear.  Officials  and  citi- 
zens have  described  the  situation  in  identical  terms.  There  is 
no  disagreement  about  the  facts. 

Disagreement  on  Diagnosis 

In  the  appraisal  of  facts,  the  diagnosis  of  difficulties,  and  the 
recommendation  of  reforms,  there  is  a  complete  split  between 
well-informed  citizens  and  business  leaders  on  the  one  hand  and 
the  elected  City  officials  on  the  other.  Most  of  the  officials  seem 
to  feel  that  the  present  system  is  quite  satisfactory.  They  see 
no  need  of,  and  are  opposed  to,  any  fundamental  changes.  All 
they  want  is  "more  home  rule,"  "greater  borough  autonomy." 
"more  respect  for  the  City  Council,"  and  "more  taxing  power 
and  State  aid."  The  only  exception  to  this  position  is  that  of 
the  Mayor,  who  urged  that  the  mayor  be  relieved  of  his  seat  on 


the  Board  of  Estimate  and  that  he  be  given  some  of  the  comp- 
troller's budget  powers.  The  citizen  leaders,  in  contrast,  are 
highly  dissatisfied,  extremely  critical  of  many  arrangements 
and  procedures,  and  insist  on  the  need  for  fundamental  charter 
changes.  While  there  is  not  complete  agreement  about  what 
has  to  be  done,  there  is  virtual  unanimity  about  what  is  wrong. 

The  City  Officials  Will  Not  Act 

From  these  discussions  with  officials  and  informed  citizens, 
the  Commission  concludes  that  the  existing  government  of  the 
City  of  New  York  does  not  have  the  ability,  and  the  majority  of 
elected  officials  do  not  have  the  will  to  reform,  and  thus  correct 
the  fundamental  weaknesses  now  clearly  visible  to  all  informed 
and  impartial  observers.  It  is  perhaps  inherent  in  the  situation 
that  the  government  of  a  city  cannot  itself  act  on  fundamental 
reforms.  Too  many  men  who  must  take  the  necessary  action 
are  personally  involved  in  the  decisions  that  must  be  made. 

Major  Weaknesses  Requiring  Action 

From  the  record  presented  by  the  transcript  of  the  Commis- 
sion's conferences  with  officials  and  citizens,  and  from  the  tech- 
nical and  legal  studies  made  by  its  staff  and  consultants,  the 
Commission  has  summarized  the  major  weaknesses  in  the  struc- 
ture and  operations  of  the  government  of  the  City  of  New  York. 
It  is  the  Commission's  opinion  that  action  is  now  required  on 
the  following  matters: 

1.  The  City  charter,  in  fact,  does  not  provide  for  a  strong, 
responsible  chief  executive- the  only  system  of  government 
that  has  been  found  to  be  workable  in  America  for  large,  rep- 
resentative governmental  units.  In  New  York  City,  everything 
is  brought  to  the  door  of  the  mayor,  but,  in  actuality,  he  is  not 
given  enough  power  so  that  the  citizens  can  justifiably  hold 
him  fully  responsible  for  what  happens  — or  does  not  happen. 
Instead,  the  executive  power  is  divided  into  pieces,  and  impor- 
tant segments  are  given  to  the  Board  of  Estimate.  This  does 
not  allow  for  a  "strong  mayor"  plan  of  government,  but  for  a 
modification  of  the  notorious"commission  form  of  government." 
Executive  power  in  New  York  City  does  not  rest  solidly  with 
the  mayor.  It  is  "in  committee,"  assigned  as  a  matter  of  practice 
to  a  board,  which  is,  in  fact,  a  board  of  borough  politicians. 
These  politicians  make  most  of  their  decisions  in  caucus;  that 
is,  behind  closed  doors.  They  use  the  public  hearings  not  to 
present  their  individual  views,  for  which  they  must  take  indi- 
vidual responsibility,  but  they  use  them  chiefly  to  allow  citizens 
and  pressure  groups  to  blow  off  steam,  and  thus  create  the  im- 
pression of  "democracy  in  action." 

This  confused  — and  confusing— system  weakens  the  mayor's 
leadership  and  responsibility.  It  encourages  a  mayor  to 
take  a  stand  publicly  for  specific  programs  and  reforms,  while, 
in  actuality,  he  is  joining  the  budget  director  and  the  Board 
of  Estimate  in  knifing  these  programs. 


2.  The  City  of  New  York  does  not  have  a  comprehensive  and 
detached  fiscal  audit,  which  is  normally  required  by  government 
and  business.  The  Office  of  the  Comptroller,  which  is  intended 
for  this  purpose,  has  so  many  other  administrative  and  legisla- 
tive duties  that  it  is  constantly  being  entangled  in  alliances. 
The  Office  of  the  Comptroller  cannot  be  relied  upon  for  strict, 
nonpolitical  impartiality  and  singleness  of  devotion  to  the 
honesty  of  financial  management.  The  comptroller  is  directly 
and  personally  involved  in  voting  all  appropriations,  determin- 
ing revenue  estimates,  approving  the  expenditures,  selecting 
school  and  other  sites,  authorizing  purchases  without  com- 
petitive bidding,  approving  contracts,  voting  salaries  and  in- 
dividual increases,  compromising  claims,  and  assessing  hun- 
dreds of  millions  of  dollars  of  taxes  each  year.  Subsequently, 
he  puts  on  another  hat,  and  audits  these  very  same  matters. 
Thus,  in  the  City  of  New  York  in  this  day  and  age  of  advanced 
accounting  and  auditing  principles,  the  basic  tenets  of  sound 
fiscal  accountability  are  being  violated,  and  the  utilization  of 
an  independent  outside  audit  is  ignored.  The  beneficial  effects 
of  the  comptroller's  work  even  under  this  unbusinesslike  system 
shows  what  could  be  accomplished  with  regard  to  economy  and 
honesty  if  a  modern  independent  audit  system  were  established 
in  New  York  City. 

3.  The  City  does  not  have  a  strong  legislative  body  designed 
to  keep  a  rein  on  the  executive,  pass  appropriations,  establish 
taxes,  exercise  the  representative  function,  investigate  scan- 
dals, and  protect  the  citizen  and  his  interests.  Instead,  the  City 
has  the  weakest  but  highest  paid  city  council  in  America,  which 
is  "handed"  all  its  significant  legislation  and  is  "told  what  to 
do"  on  anything  of  importance.  The  real  local  representative 
function  is  now  performed  by  the  executive-legislative-political 
borough  presidents,  who,  unlike  any  other  democratic  legisla- 
tors in  the  free  world,  do  their  legislative  work  behind  closed 
doors. 

4.  The  existing  City  structure  and  the  caucus  methods  of 
operation  of  the  multi-function  Board  of  Estimate  destroys  re- 
sponsibility, encourages  "buck-passing"  and  a  fictional  budget, 
and  is  ideally  suited  for  borough  political  fixers.  This  costs 
money. 

5.  The  justification  by  the  borough  presidents  for  the  bor- 
ough president's  office  and  its  present  functions  is  that  it  is  the 
"defender  of  the  local  democratic  interests  of  the  borough." 
However,  most  of  the  time,  this  office  functions  as  the  chief 
agency  for  supporting  the  borough  political  machines,  espe- 
cially the  district  leaders  and  their  political  henchmen.  The 
cost  to  the  taxpayers  for  this  service  seems  to  be  excessive.  A 
genuine  legislative  body  is  a  better  protection  for  the  real  in- 
terest* of  the  local  borough,  if  properly  set  up  and  empowered 
for  this  purpose. 
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6.  New  York  City's  system  is  wasteful  and  ultra-political.  The 
appropriations  are  adopted,  changed  at  will,  and  administered 
throughout  the  year  by  a  small  group  of  men,  who  are  at  the 
same  time  the  author izers  and  the  spenders.  As  a  result,  the 
concept  of  checks  and  balances  is  destroyed.  Except  for  the 
spenders,  nobody  looks  at  the  budget,  or  has  any  real  power 
over  it.  In  addition,  the  tendency  of  each  borough  president  is 
to  be  acquainted  only  with  his  own  borough,  and,  therefore,  to 
look  at  all  City  problems  from  the  viewpoint  of  his  own  bor- 
ough, and  to  expect  the  others  to  keep  hands  off  his  "private" 
borough  affairs.  This  gives  the  City  a  large  segment  of  un- 
supervised expenditures  and  a  political  psychology  of  logrolling 
and  waste. 

7.  No  large-scale  government  structure  in  America  has  so 
antiquated  a  budget  system  as  New  York  City.  This  is  a  direct 
result  of  the  present  charter  provisions  and  habits.  Conse- 
quently, there  is  (a)  no  fixed  current  budget  and  no  real  long- 
range  integrated  fiscal  planning,  (b)  no  real  capital  budget, 
and  (c)  no  departmental  incentives  for  efficiency  and  economy. 
Moreover,  the  mayor,  in  fact,  does  not  have  all  the  powers  norm- 
ally given  to  a  chief  executive  and  usually  considered  indis- 
pensable to  him.  With  this  system,  there  is,  in  truth,  no  single 
responsible  chief  executive  for  the  City  as  a  whole,  and  no 
single  responsible  head  for  each  department. 

8.  While  distinct  progress  has  been  made  in  personnel  admin- 
istration, the  system  itself  does  not  make  for  efficiency,  econ- 
omy, and  high  productivity,  but  favors  security,  automatic 
salary  increases,  and  very  liberal  pension  arrangements.  Board 
of  Estimate  control  over  individual  salaries  and  positions  intro- 
duces, at  the  top,  politics  rather  than  policy,  and  fails  to  give 
New  York  City  the  full  benefits  of  a  modern  personnel  system. 

9.  There  is  something  vitally  wrong  with  the  extent  and 
quality  of  citizen  participation  in  the  government  of  the  City. 
This  is  evident  in  the  City  representative  legislative  functions 
and  in  the  executive  operations  of  the  City.  It  has  been  sug- 
gested to  the  Commission  that  this  situation  would  be  improved 
if  the  legislative  body  were  raised  to  a  position  of  real  power, 
and  if  the  executive  were  given  enough  authority  to  act  in  its 
legitimate  sphere.  The  Commission  cannot  say  at  this  time  it 
this  is  the  answer  to  the  problem,  but  the  Commission  is  sure 
that  the  present  confusion  of  executive  and  legislative  functions 
a„d  the  secrecy  in  making  top  decisions  tend  to  discourage 
citizen  participation. 


Preliminary  Character  of  These  Observations 

These  weaknesses  of  the  structure  and  operating  procedures 
of  the  government  of  the  City  of  New  York  relate  only  to  the 
central  problems  arising  from  the  Commission's  studies  and 
hearings  to  date.  They  are,  however,  so  fundamental  and  are 
already  so  well  documented,  that  the  Commission  believes  it 
has  the  obligation  of  presenting  them  to  the  Governor,  the 
Legislature,  and  the  people  of  New  York  City  and  the  State. 

In  the  course  of  the  Commission's  further  work,  it  will  un- 
questionably detect  added  deficiencies  and  problems  that  it  will 
have  to  examine  in  detail. 

We  do  not  wish  to  imply  from  this  listing  of  major  weak- 
nesses in  the  structure  and  procedures  of  the  City  that  nothing 
has  been  done  in  recent  years  to  improve  the  management  of 
the  City.  Improvements  have  been  made.  The  Commission  has 
listed  them  in  detail  in  Part  IV,  Chapter  3  of  this  report.  The 
Commission  wishes  to  give  full  credit  for  these  improvements. 
Nevertheless,  it  does  wish  to  state  unequivocally  that  the  nec- 
essary fundamental  improvements  still  must  be  made. 

It  is  also  important  to  note  that  the  weaknesses  the  Com- 
mission has  listed  cannot  be  cured  solely  by  charter  change. 
It  is  just  as  important  that  changes  should  be  made  in  operating 
procedures,  most  of  which  are  already  within  the  power  of  the 
City  to  initiate.  Accordingly,  the  Commission's  final  report  will 
indicate  what  the  State  should  do,  what  new  provisions  the 
charter  should  contain,  and  for  what  part  of  the  program  the 
City  itself,  and  its  officials,  must  accept  responsibility. 

The  goal  of  the  Commission  in  the  remaining  months  of  its 
assignment  is  to  develop  constructive  reforms  designed  to 
eliminate  the  weaknesses  and  to  give  the  City  an  adequate 
municipal  government. 

In  the  Commission's  judgment,  this  is  a  matter  of  vital  im- 
portance because  New  York  City  has  now  reached  a  turning 
point  in  its  long  history-the  end  of  swift,  irrepressible,  and 
almost  automatic  growth  and  expansion.  New  York  City  has 
now  entered  a  period  of  maturity,  and  local  government's  role 
in  influencing  the  civic  and  economic  health  of  the  community 
has  become  more  and  more  important.  New  York  City's  con- 
tinuing growth  will  depend  in  large  measure  on  effective  top 
level  municipal  management;  management  which  knows  where 
it  is  going,  which  enlists  the  cooperation  of  private  enterprise, 
and  which  uses  the  City's  limited  funds  to  best  advantage.  In 
such  a  quest,  the  citizens  of  the  City  cannot  afford  the  handi- 
caps of  an  antiquated  governmental  system. 


APPENDIX  A 


LEGISLATION  CREATING  THE  COMMISSION 
ON  GOVERNMENTAL  OPERATIONS  OF  THE  CITY  OF  NEW  YORK 


CHAPTER  368 

An  Act  creating  a  temporary  state  commission  to  study  the 
governmental  operations  of  the  city  of  New  York,  and 
making  an  appropriation  therefor. 

Became  a  law  April  13, 1959,  with  the  approval  of  the  Governor. 

Effective  April  13,  1959. 

The  People  of  the  State  of  New  York,  represented  in  Senate  and 
Assembly,  do  enact  as  follows: 

Section  1.  a.  A  temporary  state  commission  is  hereby  created 
to  be  known  as  the  commission  on  governmental  operations  of  the 
city  of  New  York.  The  commission  shall  consist  of  nine  members 
to  be  appointed  as  follows:  two  members  shall  be  appointed  by  the 
temporary  president  of  the  senate;  two  members  shall  be  appointed 
by  the  speaker  of  the  assembly;  two  members  shall  be  appointed  by 
the  mayor  of  the  city  of  New  York;  and  three  members  shall  be  ap- 
pointed by  the  governor.  The  members  appointed  by  the  legislative 
officers  need  not  be  members  of  the  legislature.  Any  vacancy  in  the 
commission  shall  be  filled  in  the  same  manner  in  which  the  original 
appointment  was  made.  The  governor  shall  designate  a  chairman  and 
vice-chairman  from  the  members  of  the  commission. 

b.  No  member,  officer  or  employee  of  the  commission  shall  be 
disqualified  from  holding  any  other  public  office  or  employment,  nor 
shall  he  forfeit  any  such  office  or  employment  by  reason  of  his  ap- 
pointment hereunder,  notwithstanding  the  provisions  of  any  general, 
special  or  local  law,  ordinance  or  city  charter;  provided,  however,  that 
no  member  of  the  commission  shall  be  a  salaried  officer  or  employee 
of  the  state  or  of  the  city  of  New  York. 

§  2.  The  commission  shall  make  a  study  of  the  governmental  op- 
erations of  the  city  of  New  York,  and  any  of  its  subdivisions,  depart- 
ments, boards,  bureaus,  commissions,  offices,  agencies  or  other  instru- 
mentalities, and  make  recommendations  for  achieving  increased  econ- 
omy, efficiency  and  effectiveness  in  the  management  of  the  affairs 
of  the  city  of  New  York,  including,  but  not  limited  to,  recommenda- 
tions as  to 

a.  eliminating  waste  and  reducing  expenditures  to  the  lowest 
amount  consistent  with  the  efficient  and  effective  performance  of  es- 
sential services,  activities  and  functions; 

b.  eliminating  duplication  and  overlapping  of  services,  activities, 
and  functions; 

c.  consolidating  services,  activities,  and  functions  of  a  similar 
nature; 

d.  abolishing  services,  activities,  and  functions  not  necessary  to 
the  efficient  and  effective  conduct  of  government; 

e.  achieving  the  most  effective  relationships  between  the  city  and 
other  public  corporations  and  agencies; 

f.  improving  the  structure  and  organization  of  the  government 
of  the  city,  including  the  allocation  of  official  responsibilities  and 
functions;  and 


g.  changing  provisions  of  the  city  charter,  administrative  code 
and  other  laws  affecting  governmental  operations  of  the  city  to  facili- 
tate accomplishment  of  the  foregoing  purposes. 

§  3.  For  the  accomplishment  of  its  purposes,  the  commission  shall 
be  authorized  and  empowered  to  undertake  any  studies,  inquiries,  sur- 
veys or  analyses  it  may  deem  relevant  through  its  own  personnel,  or 
in  cooperation  with  or  by  agreement  with  any  other  public  or  private 
agency. 

§  4.  The  commission  may  request  and  shall  receive  from  any  sub- 
division, department,  board,  bureau,  commission,  office,  agency  or 
other  instrumentality  of  the  city  of  New  York  or  the  state,  such  facil- 
ities, assistance  and  data  as  it  deems  necessary  or  desirable  to  carry 
out  properly  its  powers  and  duties  hereunder. 

§  5.  The  commission  may  employ  and  at  pleasure  remove  an  exec- 
utive director,  secretary,  counsel,  consultants  and  such  other  person- 
nel as  it  may  deem  necessary  for  the  performance  of  its  functions  and 
fix  their  compensation  within  the  amounts  made  available  by  appro- 
priation therefor.  The  commission  may  meet  within  and  without  the 
state;  take  testimony,  subpoena  witnesses  and  require  the  production 
of  books,  records  and  papers;  hold  public  or  private  hearings  and 
otherwise  have  all  of  the  powers  of  a  legislative  committee  under  the 
legislative  law. 

§  6.  The  members  of  the  commission  shall  receive  no  compensa- 
tion for  their  services  but  shall  be  allowed  their  actual  and  necessary 
expenses  incurred  in  the  performance  of  their  duties  hereunder. 

§  7.  The  commission  is  hereby  authorized  and  empowered  to  make 
and  sign  any  agreements  and  do  and  perform  any  acts  that  may  be 
necessary,  desirable  or  proper  to  carry  out  the  purposes  and  objectives 
of  this  act. 

§  8.  The  commission  shall  from  time  to  time  make  a  report  or 
reports  to  the  governor  and  the  legislature.  It  shall,  not  later  than 
February  first,  nineteen  hundred  sixty,  make  an  interim  report  to  the 
governor  and  the  legislature,  and  not  later  than  February  first,  nine- 
teen hundred  sixty-one,  a  final  report  to  the  governor  and  the  legis- 
lature. 

§  9.  The  commission  shall  continue  in  existence  until  March 
thirty-first,  nineteen  hundred  sixty-one. 

§  10.  The  sum  of  three  hundred  fifty  thousand  dollars  ($350,000), 
or  so  much  thereof  as  may  be  necessary,  is  hereby  appropriated  from 
any  moneys  in  the  state  treasury  in  the  general  fund  to  the  credit  of 
the  state  purposes  fund,  not  otherwise  appropriated,  and  shall  be 
available  for  the  fiscal  year  commencing  April  first,  nineteen  hundred 
fifty-nine,  to  the  commission  for  its  expenses,  including  personal  serv- 
ice and  travel  in  and  outside  the  state,  in  carrying  out  the  provisions 
of  this  act.  Such  moneys  shall  be  payable  on  the  audit  and  warrant  of 
the  comptroller  on  vouchers  certified  or  approved  by  the  chairman  or 
vice-chairman  of  the  commission  or  by  an  officer  or  employee  of  the 
commission  designated  by  the  chairman. 

§  11.    This  act  shall  take  effect  immediately. 
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